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DEPENDABLE 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 
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No matter where located, from Atlantic to the 


Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna.—-Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha—<Associated Mutuals, Inc., 
Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Portland, Spokane. 
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Calling All Drivers to 
Let Him 


Come 


Home Safely 


This little fellow has several streets 
to cross before he comes war whoop- 
ing into the house. In his thoughtless 
enthusiasm, he might dash out in 
front of your car — and then — his 
life depends on your ability to act— 
quickly! Slow down when you see 
him approaching the curb! Don't let 
your desire to save a minute bring 
shadows into a sunny home. 





HARDWARE MUTUAL CASUALTY COMPANY 


HOME OFFICE: Stevens Point, Wisconsin ye Organized Under The Laws of Wisconsin 
Licensed In Every State ye Offices Coast to Coast 


Providing Select Risks With SAFE SAVINGS On Automobile and Other Lines of Casualty Insurance 
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THIS MONTH 
* 


FTER the entire insurance world 
had been kept upon the anxious 
seat for many months over the question 
of how far lawyers’ organizations would 
attempt to go in claiming that insur- 
ance adjustment is the practice of law, 
the Supreme Court of Missouri this 
month handed down a scholarly opinion 
which says that adjusters are not prac- 
ticing law. Sighs of relief that this con- 
troversy is over are now in order ® The 
status of New York's new insurance 
code makes timely the study of New 
York retirements in the pages of this 
issue ® The competitive situation being 
what it is our article on simple compar- 
isons of mutual and stock companies 
should be of interest ® Lately the stock 
company propagandists have donned 
again the garments of the crusader, and 
are worrying themselves sick (not to 
mention their audiences) about the 
Communist menace and mutual insur- 
ance. The how and why of these re- 
vival meetings are discussed this month 
on our amusement pages. 


NEXT MONTH 
® 


DVANCE news of the Insurance 

Commissioners’ Convention 
seems likely to hold the news spotlight 
next month, but with insurance news de- 
veloping on every front of late it is get- 
ting pretty difficult to prophesy what 
next week will hold in store, let alone 
next month. Frankly we are just as much 
in the dark as anyone as to what our 
next issue will contain, and there does 
not seem to be much to do but watch 
and wait. 







































































COLONEL JOHN G. EMERY 


Commissioner of Insurance 
State of Michigan 


OLONEL EMERY, one of the newer additions to the ranks of the National 

Association of Insurance Commissioners, is a veteran insurance man and a 
former national commander of the American Legion. The new commissioner, 
connected with the insurance business in his home city of Grand Rapids for 
many years, is best known nationally for his interest in post-war veterans’ organ- 
ization affairs. After the war he served several terms as city commissioner of 
Grand Rapids and in 1924 was a candidate for the Republican nomination for 
U. S. Senator. 
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ERY recently the Supreme Court of Missouri, by 

rendering a unanimous opinion in an important 

test case, repudiated completely a contention cur- 
rently being advanced by a number of lawyers’ groups 
— that the adjustment of insurance claims by laymen 
constitutes the unauthorized practice of law, and should 
be prohibited in consequence. The court professed to 
find no public interest which would justify making the 
function of claims adjustment a monopoly of the legal 
profession. 

It is unfortunate that already there seems to be devel- 
oping, in quarters which can hardly be more than vaguely 
familiar with the broad realities of the subject of un- 
authorized practice, a tendency to gloat over the Bar’s 
discomfiture. It would be more than unfortunate were 
this development to continue. 

If any group of laymen is entitled to go about claim- 
ing credit for winning this war, it is the mutual casu- 
alty insurance companies, for it was they who took the 
initiative in seeking out a comprehensive judicial deter- 
mination of the legal aspects of claims adjustment at a 
time when others considered the subject too dangerous 
to be touched even with a ten-foot pole. And there is 
going to be no gloating by the mutual companies, for a 
very simple reason — the credit for unraveling this 
troublesome situation belongs neither to the mutual 
companies, nor to any other of the numerous lay inter- 
ests involved. It belongs to the Bar itself. 

The decision that the common activities of lay adjust- 
ers do not constitute the practice of law came as the 
simple and inevitable result of the putting to work on 
the problem of that type of legal mind to which Justice 
Oliver Wendell Holmes was appealing when he said, 
long ago: “I cannot but believe that if the training of 
lawyers led them habitually to consider more definitely 
and explicitly the social advantage on which the rule 
they lay down must be justified, they would sometimes 
hesitate where now they are confident, and see that 
they were taking sides on debatable and often burning 
questions.” 

The solution of the controversy stands as a victory 
for the responsible elements of America’s legal profes- 
sion over an element within its ranks which seemed to 
have forgotten that the attorney’s first duty is the serv- 
ing of the public interest, and as a vindication of the 
position which has been taken by a very substantial 
percentage of the Bar’s leaders ever since the full im- 
plications of the campaign against the adjuster became 
apparent. The legal profession as a whole stands con- 
victed only of tardiness in recognizing the importance 
of the issues which the agitation against the lay ad- 
juster raised. 

Until the Circuit Court at Columbia, Mo., decided 
last year that many of the routine activities of lay ad- 
justers constitute the practice of law few ranking attor- 
neys had concerned themselves with the controversy. 
Evidently the thought was that no court would sustain 
such a contention, and that the campaign would fall of 
its own weight. When realization came that, in out- 
lawing the lay adjuster, rules of law must be set which 
would have important effects upon the nation’s entire 
commercial structure, it immediately became obvious to 
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thinking lawyers that matters were getting out of hand. 
Thorough study of the question on a national basis, by 
an experienced group which could devote time to delv- 
ing into its every aspect, was indicated as imperative. 

Accordingly the Board of Governors of the American 
Bar Association, at the annual convention at Cleveland 
in 1938, unanimously approved the setting up of an inde- 
pendent Conference Committee on Adjusters composed 
of five representatives of the American Bar Association 
and of five representatives of the major insurance asso- 
ciations. The Board admitted that the layman has a 
proper place in adjustment, and commissioned the Con- 
ference Committee to determine that place. 

Early this year the Conference Committee drew up 
a statement of principles defining the place of the lay- 
man in adjustment, which was shortly adopted by the 
major insurance associations, and was recommended to 
all local and State Bar groups as a guide. The Confer- 
ence Committee also set up machinery for the handling 
of complaints against either lawyers or adjusters in 
claims matters, a task to which it will continue to devote 
its energies in the future. 

The Conference Committee at once became a target 
for the leaders of the anti-adjuster agitation in such 
centers as Missouri and Alabama, one of them going so 
far as to deliver an inflammatory address against the 
entire American Bar Association for its refusal to sup- 
port him in his crusade. But in the face of these last- 
ditch attacks, the recent decision of the Supreme Court 
of Missouri has brought one fact into bold relief: Work- 
ing independently, the Supreme Court of Missouri and 
the Conference Committee on Adjusters arrived at sub- 
stantially the same conclusions as to what constitutes 
the practice of law in relation to claims adjustment. 


The thing which it is now most important to remem- 
ber is that resolute adherence to the spirit as well as to 
the letter of every contract and agreement is the founda- 
tion upon which the institution of insurance is built. 


HE major mutual insurance companies have pledged 

themselves to the terms of the statement of principles 
drawn by the Conference Committee on Adjusters, and 
do not intend to take the sweeping terms of the Mis- 
souri decision as a sign that further cooperation with 
the legal profession is unnecessary. They intend to live 
up to both the letter and the spirit of their agreement, 
a decision which will probably be expressed as well by 
those authorized to speak for the other insurance asso- 
ciations. 


The mutual companies feel that the clarifying of legal- 
insurance relationships in the complex field of adjust- 
ment has been a notable achievement, and that the 
ground there won should be consolidated and held. They 
look forward to the deserved endorsement of their 
year’s work which will doubtless be accorded the Amer- 
ican Bar Association’s representatives on the Confer- 
ence Committee, at the Bar’s San Francisco convention 
this summer. The American Bar Association’s whole- 
hearted support of the future activities of its representa- 
tives in this field will be taken as the harbinger of an 
era of good feeling between insurance and the legal 
profession which should have been inaugurated long ago. 

(Continued on next page) 




















WHO WON THE WAR? 
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Because the achieving of such a 
result means that the public interest 
will be better served both by insur- 
ance and by the Bar, there can be no 
doubt that the leaders of America’s 
legal profession have every reason to 
congratulate themselves. The war 
which they have just won has truly 
been a war worth winning. 


Arson Control as Fire 
Prevention Problem 


THE INSURANCE DEPARTMENT OF 
THE UNITED STATES CHAMBER OF COM- 
merce, in one of its recent Fire 
Prevention Bulletins, states “An im- 
portant factor in fire prevention work 
that should be given greater attention 
is the prevention of arson, which is the 
crime of deliberately settting fires.” 
The experience of some communities, 
it further adds, shows that such fires 
may be much more common than is 
generally realized, but that they may 
be greatly lessened by co-operation 
between interested agencies of a com- 
munity. It continues: 


This statement gives some of the facts 
concerning “arson” and shows in the light 
of experience what steps can be taken by 
communities to combat this evil. 

The meaning of arson in most state 
laws has been expanded beyond the old 
law definition of “the malicious burning 
of another’s house” to include any fire 
maliciously kindled to burn not only 
another man’s dwelling but any property 
including his own. Therefore, the terms 
“incendiary” and “arson” are frequently 
used interchangeably today. 

A so-called “Model Arson Law” to 
define arson and provide penalties has 
been enacted in the majority of states. 
Its features are as follows: 

(a) It provides that a person who 
burns a building, whether the property 
of himself or another, commits arson. 

(b) It includes persons who cause, aid 
or counsel in the burning of certain build- 
ings. Thus defendants may be prosecuted 
who might otherwise be regarded as ac- 
cessories before the fact. 

(c) It defines the preparation of a 
building for a fire with intent to burn as 
an attempt to commit arson. 

(d) The fourth feature of the law is 
the penalty. Under common law, arson 
was a capital offense in many jurisdic- 
tions. The usual defect of the arson 
statutes of the states were the “Model 
Arson Law” has not been enacted is in 
the severity of the penalties, which make 
juries unwilling to convict a person on 
the sort of evidence available in many 
arson cases. It is human nature for 
persons to feel that a penalty of life im- 
prisonment would be disproportionately 
severe for the punishment of a person, 
who, pressed for money, had a fire for 
the sake of collecting a few hundred dol- 
lars from an insurance company. The 
penalties imposed in the states where the 
“Model Arson Law” has been enacted 
have limits which are commonly re- 
garded by men experienced in arson in- 
vestigation and prosecution as_ those 


(Continued on page 25) 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


BUREAU OF PUBLIC ROADS REPORTS 
THAT THE COUNTRY CAN BE CRISS- 
crossed with super highways but that 
tolls will not begin to pay the cost. 
The Medical Department of the 
Northwestern National Life Insur- 
ance Company states that chances are 
about one in twenty that your family 
car will be involved in a crash this 
year in which someone will be killed 
or injured. United States Post Office 
Department has ruled that shipments 
of gold by parcel post in the United 
States cannot exceed value of $50 
for an individual consignment. The 
beet sugar industry in the United 
States which in 1900 supplied about 
3% of the country’s sugar require- 
ments, in 1938 produced 20% of the 
nation’s need. The one way passenger 
fare for transatlantic air travel has 
been tentatively fixed at $375. Louisi- 
ana Supreme Court in a recent deci- 
sion ruled motor vehicles operating 
in state must be equipped with two 
brake systems. Large national chain 
of barbershops will soon offer elec- 
tric shaves. 


Commissioners’ Special Train 


MORE THAN 100 RESERVATIONS 
HAVE ALREADY BEEN MADE ON THE 
special train which is to carry the in- 
surance commissioners and their offi- 
cial families to the convention at San 
Francisco, it was recently announced 
by Deputy Superintendent Edward 
McLoughlin of New York. 

En route the party will make three 
stops at Chicago, Colorado Springs 
and Salt Lake City. At Salt Lake 
City they will be the guests of Com- 
missioner C. Clarence Neslen of Utah, 
who has arranged for a special con- 
cert at the Mormon Tabernacle and 
who has also made arrangements for a 
luncheon at which the Commissioners 
and their party will be addressed by 
the Honorable Henry H. Blood, Gov- 
ernor of the State of Utah, and by 
Heber J. Grant, president of the Mor- 
mon Church. 

Among the Commissioners who 
have already made reservations are: 
Commissioner C. A. Gough of New 


Jersey, Commissioner Charles F. J. 
Harrington of Massachusetts, Com- 
missioner C. W. Lovejoy of Maine, 
Commissioner A. J. Rouillard of New 
Hampshire, Commissioner Ernest 
Palmer of Illinois, Commissioner Jess 
G. Read of Oklahoma and Superin- 
tendent Louis H. Pink of New York. 


War Risk Rates 


REPORTS FROM LONDON INDICATE 
THAT SPECIAL LEGISLATION IS BEING 
prepared by the British Government 
in an effort to hold down marine in- 
surance rates, which, due to war 
fears, have fluctuated sharply in the 
past few weeks. 


Under a proposal recently outlined 
to the House of Commons, by Oliver 
Stanley, President of the Board of 
Trade, the Government itself would 
undertake to handle reinsurance on 
shipping risks in the interests of Brit- 
ish trade. 

Ordinary cargo, including food, 
grain, and specie to and from the 
United Kingdom, such as underwrit- 
ers have insured individually here- 
tofore, will be quoted lower rates un- 
der the Government plan. The new 
insurance would be worked under a 
pooling system by underwriters. It 
is reported that ships, as separate 
from cargoes, will be insured under 
a different scheme. 


Directorship Insurance 
Proposed 


A NEW FORM OF INSURANCE TO BE 
CARRIED BY CORPORATIONS TO PRO- 
tect their directors against increasing 
liabilities may soon be available ac- 
cording to reports emanating from 
the East. This new cover, it is said, 
was proposed as a means of prevent- 
ing additional resignations from im- 
portant directorships and encourag- 
ing the spread of the policy of em- 
ploying “professional directors.” 


Insurance underwriters have indi- 
cated that they will take no action 
upon the suggested proposal until 
corporation executives broach the 
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subject directly to them. Describing 
the suggestion as “an interesting 
idea”, underwriters state that the 
new cover will compare most nearly 
with malpractice insurance now car- 
ried by professional men with some 
important distinctions. 

Malpractice insurance premiums 
are high because in general malprac- 
tice insurance is apt to be carried 
more extensively by those doctors 
and others who are consciously un- 
ethical, thus increasing the risk. Since 
the coverage in the case of proposed 
directorship insurance would likely 
be carried by the leading corpora- 
tions as a matter of course, the tend- 
ency would be for the risk, and there- 
fore the premium, to be low. 


Proof of Criminal Issues in 
Civil Suits 


OVERRULING A LONG LINE OF DECI- 
SIONS ESTABLISHING AS ILLINOIS LAW 
the proposition that when the exist- 
ence of a criminal act is an issue in a 
civil law suit, the burden of proof on 
the issue is the same as that the prose- 
cutor of a similar criminal charge must 
bear in a criminal action—proof be- 
yond a reasonable doubt—the Illinois 
Supreme Court on April 14, 1939, in 
a decision by Chief Justice Shaw, an- 
nounced that Illinois in the future will 
align itself with the overwhelming ma- 
jority rule in this country to the effect 
that the burden of proof of criminal 
issues in civil actions is just the same 
as the burden of proof of civil issues— 
proof by a preponderance of the evi- 
dence. 

In defending an action on certain 
fire policies, the defendant insurance 
companies had pleaded, among other 
defenses, to relieve themselves of li- 
ability on their contracts, arson by the 
plaintiff insured. The trial court at 
the trial refused the request of de- 
fendant company to instruct the jury 
that the Illinois law embodies the 
“preponderance” rule. When the jury 
returned a general verdict and an- 
swers to several special interrogato- 
ries’in favor of the plaintiff, and the 
trial court, on that basis, rendered 
judgment for the plaintiff, defendant 
companies appealed, alleging reversi- 
ble error in the failure of the trial 
court to give the requested instruction. 

The Appellate Court affirmed the 
trial court decision ; from this affirm- 
ance the defendant companies ap- 
pealed to the Supreme Court. 

Although the Supreme Court dis- 
posed of the case by affirming the Ap- 
pellate Court decision, on the ground 
that defendant companies had not been 
prejudiced by the trial court’s failure 
to give the requested “preponder- 
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ance” instruction, it took advantage 
of the information and argument pre- 
sented to it in a very thorough and 
well-written brief by defendants’ 
counsel to overturn its prior decisions 
establishing the old common law “‘rea- 
sonable doubt” rule as the Illinois law. 

After a lengthy citation of cases es- 
tablishing the “preponderance” rule 
in other jurisdictions, the Supreme 
Court in its opinion discusses the rela- 
tive merits of the two rules, and finally 
concludes that although a change to 
the majority “preponderance” rule 
does not decide the case before them, 
nevertheless such change should be 
made. To use the court’s own lan- 
guage— 

“The early English rule (reasonable 
doubt) undoubtedly grew out of certain 
hardships which followed in that coun- 
try when a finding of guilt of crime oc- 
curred in a civil suit, it being stated that 
under such circumstances a prosecution 
could immediately follow without the in- 
tervention of a grand jury. It would un- 
necessarily prolong this opinion to quote 
from the various courts which have 
passed upon this matter. In general, it is 
pointed out by the various courts that in 
an action by the government against the 
citizen the latter may lose his life or his 
liberty while no such consequence fol- 
lowed in a civil case; that the reason for 
the rule has long since ceased to exist 
and that under the conditions of modern 
practice no more is required than that the 
cause of action or defense be proved by 
preponderance or greater weight of the 
evidence. The reasonable doubt rule, as 
stated in Rost v. Noble & Co. (316 III. 
357), and the cases therein cited, will no 
longer be adhered to in this court.” 
Sundquist v. The Hardware Mutual 
Fire Insurance Co. of Minnesota et al. 
Supreme Court of Illinois, No. 24997, 
April 14, 1939. 


Agents’ License Cancellations 
in Ohio 

A RECENT SURVEY OF THE LICENSE 
SECTION OF THE OHIO DIVISION OF IN- 
surance has revealed that between 400 
and 500 agents’ and solicitors’ licenses 
are cancelled monthly by insurance 
companies and agents doing business 
in Ohio. Usually the licenses are not 
returned at the time of cancellation, 
so that inaccurate evidence has been 
left in the hands of the former licensees 
showing that they are licensed to rep- 
resent a particular company or agent 
until the end of the license period. 

Superintendent of Insurance John 
A. Lloyd, has, therefore, requested 
that whenever possible the companies 
which are cancelling agents licenses, 
or the agents who are cancelling so- 
lictors licenses, obtain the license cards 
from the former licensees, and return 
them to the Ohio Division of Insur- 
ance, at the time they request cancel- 
lation of such licenses. 
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Announce Winners of 


Health Contest 


THE CHAMBER OF COMMERCE OF 
THE UNITED STATES IN COOPERATION 
with the American Public Health As- 
sociation recently announced awards 
for the 1938 City Health Conservation 
Contest and the 1938 Rural Health 
Conservation Contest. These contests 
are said to be the most effective means 
of stimulating adequate health pro- 
tection and health promotion services 
yet devised in this country. 


Awards are not necessarily to the 
healthiest community, but rather on 
the effectiveness with which a com- 
munity is meeting its health problems. 
Each city or county is appraised by 
a grading committee consisting of a 
group of carefully selected health ex- 
perts from all parts of the country. 

Winners in the City Health Contest 
financed by a group of life insurance 
companies follow : 

Group 1. (Cities of over 500,000 
population) Cleveland, Ohio. 

Group 2. (Cities of 250,000 to 500,- 
000 population) Providence, Rhode 
Island. 

Group 3. (Cities of 100,000 to 250,- 
000 population) Grand Rapids, Michi- 

an. 
Group 4. (Cities of 50,000 to 100,000 


population) Newton, Massachusetts. 

Group 5. (Cities of from 20,000 to 
50,000 population) Plainfield, New 
Jersey. 

Group 6. (Cities of less than 20,000 
population) Englewood, New Jersey. 

The Rural Health Contest was fi- 
nanced by the W. K. Kellogg Founda- 
tion of Battle Creek, Michigan. As 
in 1937 the Rural Health Units of 
Canada were included in the contest. 
The contest in Canada was sponsored 
jointly by the Canadian Public Health 
Association and the American Public 
Health Association. 

The winner in the Northeastern 
Division in the Rural Health Contest 
was Cattaraugus County, New York; 
in the Eastern Division, Wicomico 
County, Maryland; in the Southeast- 
ern Division Charleston County, 
South Carolina; in the North Central 
Division, Gallatin County, Montana; 
in the Western Division, Los Angeles 
County, California. In the South 
Central Division awards of merit were 
given to Dallas County, Texas ; Tyler- 
Smith County, Texas, and St. Mary’s 
Parish, Louisiana. Special awards 
for having won the Rural Health Con- 
test twice in their respective geo- 
graphical districts and for having 
maintained their previous high stand- 
ards of achievement during 1938 go 
to Davidson County, Tennessee; FE] 
Paso County, Texas; Pike County, 
Mississippi, and Shawnee County, 
Kansas. 
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CASUALTY 
NEWS... 


Virginia State-Wide Safety 
Conference 


THE FIFTH VIRGINIA STATE-WIDE 
SAFETY CONFERENCE WILL BE HELD 
at the Jefferson Hotel, Richmond, 
Virginia, on May 25, 26 and 27. 

The conference is called annually 
by the Governor of Virginia, in the in- 
terest of developing a deeper and more 
sincere state-wide interest in the con- 
servation of human life and limb. Its 
aim—elimination of the sorrow, dis- 
tress, the great economic waste which 
travels in the wake of accidents, most 
of which are preventable. Among the 
oustanding speakers scheduled to ad- 
dress the conference are: Honorable 
James H. Price, Governor of Virginia ; 
Honorable J. Fullmer Bright, Mayor, 
City of Richmond; Major Raymond 
1). Bottom, President, Virginia State 
Chamber of Commerce; Dr. W. J. 
Fenton, Special Field Representative, 
American Red Cross, Washington, 
1). C.; Major Bolling H. Handy, Pres- 
ident, Mutual Insurance Company ; 
Honorable Marion S. Battle, Director, 
State Division of Motor Vehicles ; Dr. 
Miller McClintock, Director, Yale 
Bureau for Street Traffic Research ; 
H. S. Tabor, Safety Engineer, Amer- 
ican Mutual Liability Insurance Com- 
pany, Richmond, Virginia; and T. 
Alfred Fleming, Director of Conser- 
vation, National Board of Fire Under- 
writers. 


The meeting is held under the aus- 
pices of the Virginia Division of Motor 
Vehicles, the Virginia Industrial Com- 
mission, Virginia Manufacturers’ As- 
sociation, Richmond Safety Council 
and Cooperating Agencies. 


Ohio Policy on Agents’ 
Licenses 


SUPERINTENDENT OF INSURANCE 
JOHN A. LLOYD OF OHIO, IN A RECENT 
letter addressed to all fire and miscel- 
laneous insurance companies licensed 
to do business in Ohio, stated with 
reference to the issuance of agents’ 
licenses in the fire and casualty insur- 
ance business : 

“In order to prevent embarrassing sit- 
uations to your company and your em- 
ployees who supervise and appoint agents 
in this state, we beg to advise you with 
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regard to the policy of this office in de- 
clining certain applications for licenses. 
If you will cooperate with us in regard to 
this matter it will eliminate a great deal 
of unnecessary correspondence with this 
office and will further save you from the 
embarrassment of having to tell any 
prospective agents that you are unable 
to obtain licenses for them. 

“This office as a matter of policy will 
not issue agents’ licenses in the fire and 
casualty insurance business for new ap- 
plicants falling within any of the follow- 
ing classes: 

“1. Officers or employees of financial 
or lending institutions. 

“2. Applicants connected with the 
automobile sales business. 

“3. Applicants who are public em- 
ployees whose time is supposed to be de- 
voted to the service of the public. 

“4. Applicants who are expecting to 
engage in the insurance business for part 
time who cannot obtain written permis- 
sion from their employers to receive per- 
sonal messages and telephone calls or 
leave their places of business at any time 
during the hours of their employment in 
order to service their insurance business. 

“5. Applicants who have not passed 
their twenty-first birthday. 

“Kindly notify your field men accord- 
ingly.” 


Clarance Hatch Retires 


CLARANCE HATCH, VICE PRESIDENT 
OF THE MICHIGAN MUTUAL LIABILITY 
Company, has announced his retire- 
ment after twenty-four years with the 
company. Born in Savannah, Georgia, 
Mr. Hatch, who has been in the insur- 
ance business since 1898, came to De- 
troit thirty years ago. He became as- 
sociated with the Michigan Mutual in 
1914, in the Sales Department. 

In 1915 he established the com- 
pany’s first branch office at Grand 
Rapids, and in 1916 was elected sec- 
retary of the company. He has been 
a member of the Board of Directors 
since 1922 and Vice President since 
1924. 
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“Open Liability’’ Restored 
in Ohio O. D. Claims 


IN A DECISION REACHED ON MARCH 
22, 1939, THE OHIO SUPREME COURT 
reversed the position it had taken prior 
to that time to the effect that there 
exists in an employee or his represent- 
atives no right to recover damages in 
a common law action of negligence for 
death or injuries resulting to him from 
an occupational disease not included 
as compensable in the occupational 
disease schedule of the Ohio Work- 
men’s Compensation Act. The restora- 
tion of this so-called ‘“‘open liability” 
theory of recovery by the overruling 
of at least two prior decisions strictly 
to the contrary is attracting consider- 
able attention in insurance circles. 


The decision arose out of the trials 
and joint appeal of two silicosis suits, 
the alleged negligent acts giving rise to 
the bringing of which occurred after 
the constitutional amendment author- 
izing and the statute enacting the orig- 
inal schedule of compensable occupa- 
tional diseases, which did not include 
silicosis (pneumoconiosis ), and before 
the 1937 statute which added this dis- 
ease to the schedule. One of the plain- 
tiffs sought $25,000 damages for 
wrongful death of her husband, and 
the other a judgment for $40,000 for 
disability in himself resulting from 
silicosis. Similar acts of negligence 
on the part of the respective employ- 
ers were alleged—failure to furnish a 
safe place to work, failure to warn 
plaintiff of danger, failure to comply 
with safety device statutes, failure to 
obey rules of the Industrial Commis- 
sion, and others. General demurrers 
had been sustained and judgments en- 
tered for defendant employers in the 
respective trial courts. 


The court, in its opinion, traces the 
history of occupational disease legis- 
lation in Ohio, finally concluding that 
such legislation, and the constitutional 
amendment of 1912, as amended in 
1923, narrowly construed to reach the 
true legislative intent behind them, in 
no way abate or restrict the common 
law principles that allow an injured 
person to recover damages from the 
negligent tort-feasor employers caus- 
ing them, when they arise from an 
occupational disease. 


In the language of the court— 


“The controlling principles of con- 
struction may be summarized thus: at 
the time workmen's compensation was 
first adopted in Ohio an action for occu- 
pational disease or for wrongful death 
therefrom could be maintained against 
the employer guilty of actionable negli- 
gence. There has never been a statutory 
or constitutional provision expressly de- 
nying the right to maintain an action 
growing out of a non-compensable occu- 
pational disease. The language to be 














construed is general in character; and 
the letter should not prevail over the 
spirit for the polestar of interpretation is 
the intent of the provisions. 

“Since the underlying purpose of com- 
pensation is to make industry bear the 
burden of human wreckage by paying 
stated awards for injury and loss of life 
in the course of employment, the court 
should avoid a strained construction 
which would leave many employees, who 
are blameless victims of their employer’s 
torts, without either damages or compen- 
sation and absolutely remediless. It is 
an obvious injustice to allow some em- 
ployees who contract occupational dis- 
ease compensation and others nothing— 
not even damages tortiously inflicted. 
The true objective of compensation could 
hardly be attained by giving the language 
a meaning that would work injustice 
when another course lies open consistent 
with the spirit manifested in all the con- 
stitutional and statutory provisions when 
considered together. By giving the word 
of the organic and statutory law their 
ordinary meaning and keeping in mind 
the purpose sought, the conclusion is in- 
evitable that the right of action growing 
out of a non-compensable occupational 
disease still subsists.” 

Citing numerous decisions from 
other states, the court indicates that 
this decision aligns Ohio with the over- 
whelming majority in this matter. 

The dissenting justices (the major- 
ity decision was a 4-3 proposition ) 
assail the majority position on three 
grounds generally—these being that 
the legislative intent behind the con- 
stitutional amendment as evidenced 
by the drafting committee in a state- 
ment issued for the guidance of voters 
ratifying the amendment was clearly 
contrary to what the majority finds; 
that the law had been well settled by 
prior decisions, and accepted by em- 
ployers and employees alike, and 
should not now be played with “fast 
and loose”; and that the potential 
ramifications of the restoration of the 
“open liability” theory of occupational 
disease recovery make the reversal of 
the earlier decisions highly undesir- 
able. Triff, Admx., Appellant v. Na- 
tional Bronze & Aluminum Foundry 
Co., Appellee; Smith, Appellant v. 
Lau, D. B. A. Marion Brass & Bronze 
Foundry, Appellee. 


Blackall Reappointed 


GOVERNOR RAYMOND E. BALDWIN 
OF CONNECTICUT RECENTLY AN- 
nounced the reappointment of Insur- 
ance Commissioner John C. Blackall 
for another four year term. The ap- 
pointment was immediately confirmed 
by the State Senate. 

Mr. Blackall was appointed Insur- 
ance Commissioner in 1935 under the 
Democratic administration. Because 
of his fine record in office insurance 
men generally favored his continu- 
ance in the post regardless of party 
lines. 
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March Fire Loss Higher 


FIRE LOSSES IN THE UNITED STATES 
DURING MARCH AMOUNTED TO $30,- 
682,168.00 which is $1,631,200.00 or 
5.6% higher than the total reported 
for the same month last year, accord- 
ing to figures recently released by the 
National Board of Fire Underwriters. 
The March total was also $1,378,- 
648.00 or 4.7% higher than the aggre- 
gate reported for the preceding month 
of this year. 

Losses for each month of 1937 and 
1938, and for the first three months of 
1939 are shown in the following table: 





1937 1938 1939 

Jan. $ 25,069,895 $ 27,676,337 $ 27,615,316 
Feb. 28,654,962 26,472,626 29,303,520 
Mar. 29,319,029 20,050,968 30,682,168 
Apr. 26,663.854 25616112 ......... 
May pW ae Bs 
June 19,524,765 I9,473 617 ......s0- 
July 19,812,485 20,434,688 ......... 
Aug. 19,767,314 20,821,184 ......... 
Sept. 19,340,756 23,31Z028  ...ccesee 
Oct. 21,097,670 24,797,624 ......... 
Nov. 23,849,673 28,658,695 ......... 
Dec. SOITZSSS SZ TOREE ln cece 
Total 12 


mos. $284,720,094 $302,050,000 $ 87,601,004 


Richard Dallam Dies 


RICHARD DALLAM, FOR THE PAST 
FORTY-FIVE YEARS, PRESIDENT OF THE 
Mutual Fire Insurance Company in 
Harford County, Maryland, died at 
his home in Bel Air, Maryland, on 
April 11. He was 73 years old at the 
time of his death. Mr. Dallam was a 
leading member of the bar of Mary- 
land and some years ago served as 
Secretary of State during the term of 
Governor Lowndes. 


Apart from his many years as the 
head of Mutual Fire Insurance Com- 
pany in Harford County, Mr. Dallam 
followed the profession of law in which 
he succeeded his father, who was also 
a widely known member of the Mary- 
land bar. He was descendant of an 
old Colonial family of Maryland. One 
of his ancestors served on General 
Washington’s staff in the Revolution- 
ary War. 

Born in Bel Air, on May 11, 1865, 
Mr. Dallam was graduated from the 
Bel Air Academy and the Law De- 


partment of the University of 
Maryland. In 1892 he succeeded 
his father as president of the 
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Mutual Fire Insurance Company 
in Harford County. 

He is survived by his wife, a daugh- 
ter of the late Dr. John Evans and 
Mrs. Evans of Cecil County, and by 
two daughters and two sons, Mrs. 
Wakeman B. Munnikhuysen of Bel 
Air, Miss Mary Dallam of Baltimore, 
John Dallam of Baltimore, and 
Richard Dallam of Bel Air. 


Research in Fire Insurance 


PROF. RALPH H. BLANCHARD OF COL- 
UMBIA UNIVERSITY IN A RECENT AD- 
dress before the Insurance Accoun- 
tants Association made the following 
significant remarks in discussing re- 
search in fire insurance : 


Fire insurance, perhaps more than 
other branches of the insurance business, 
suffers from crystallization. The fire in- 
surance companies have built up a mag- 
nificent financial structure and have con- 
tributed largely to the development and 
safety of American business and of per- 
sonal investments. But their very success 
seems to have bred distrust of change, 
an almost religious faith in things as 
they have been. Rightly or wrongly the 
notion has got abroad that they are 
possessed of a negative attitude; that 
they may be depended upon to resist in- 
novations and encroachments. 

A prevalent term which epitomizes 
much of this attitude is “meeting com- 
petition.” More thought should be given 
to anticipating and forestalling competi- 
tion by the development of covers and 
services in advance of demand for them, 
instead of arguing that a proposal has no 
merit “because there is no demand.” Too 
often competitors develop a new cover 
or a new way of handling the business, 
after which there is a nervous scramble 
to “meet” what should have been pre- 
viously foreseen and adopted. 

Similarly with legislative and other 
proposals for improving the conduct or 
regulation of the business. Many such 
proposals are crack-brained or designed 
to further the self-interest of some par- 
ticular group and should be defeated. But, 
good or bad, they seem to receive much 
the same treatment. A change per se is 
bad and should be defeated. Attention is 
concentrated on, tactics and strategy to 
that end, rather than on attempting 
fundamentally to improve the situation. 
It is difficult to recall any important 
ameliorative insurance legislation orig- 
inated and proposed by insurers, though 
full credit should be given for their ef- 
forts in the field of prevention of losses. 

It is suggested that there is a place in 
insurance for a genuine research organ- 
ization, the purpose of which would be 
to study facts and interpret them for the 
benefit of the whole insurance fabric 
which, it should be remembered, includes 
the insured. Industrial corporations, such 
as General Electric and General Motors, 
have found such organizations of increas- 
ing importance; the insurance business 
might well use the services of a Lang- 
muir or a Kettering. 

The extent to which opinions rather 
than facts rule the business is a matter 
of common observation. It would be the 
function of research to build up a body of 

significant statistical data to study spe- 
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cific problems, to replace impressions 
with factual conclusions, maintaining at 
all times a scientifically critical attitude. 
A research organization should not be 
called upon for ammunition to bolster up 
preconceived positions nor to furnish ma- 
terial for immediate competitive activity. 
It should be under no pressure to turn 
out results at stated dates. It should be 
assigned the task of investigating real- 
istically theories and practices and of re- 
porting its findings. Immediate practical 
usefulness should be no test of the value 
of its findings. 
A few problems suggest themselves: 
1. The effect of the various moral-hazard 
clauses of the standard fire policy on 
the financial results of the business. 
2. The cost of all-risk insurance on fixed 
property. 
3. The effect of a deductible clause on: 
a. Losses 
b. Amount of insurance carried 
c. Rates. 
4. Analysis of disbursements in terms 
of benefits to insured, administrative 
expense, selling (as distinguished 
from service) expense, and surplus. 
Relative usefulness and economy of 
varying types of employees. 
6. Public opinion of insurance practices. 
7. Possibilities of new fields for exten- 
sion of coverage. 
Useful research could be conducted by 
a single company or fleet, but to serve 
best it should be a cooperative effort of 
as large a group as could be brought to- 
gether. There need be no commitment 
to publish results; their effect on the 
business would be the best publicity. The 
greatest service of research would be to 
keep insurance carriers in advance of, or 
at least in tune with the times instead of 
painfully adjusting themselves to un- 
pleasant pressure from without. 


wn 


Mississippi Moratorium Act 
Unconstitutional 


WHEN THERE CEASES TO EXIST THE 
PUBLIC EMERGENCY THAT JUSTIFIES 
governmental police power interven- 
tion superimposing on contractual 
relations certain rights and correlative 
obligations not originally contem- 
plated by the contracting parties, the 
contract clause of the Fourteenth 
Amendment of the Federal Constitu- 
tion requires that such intervention 
be declared invalid, and of no further 
force and effect. So held the Supreme 
Court of the State of Mississippi, sit- 
ting en banc, in the decision handed 
down on April 17, 1939, in the case 
of Jefferson Standard Life Insurance 
Company v. Noble et ux, Justice 
McGowen delivering the opinion. 
Marshalling a substantial body of sta- 
tistics indicating a change for the bet- 
ter in economic conditions between 
1934, when the Mississippi Mortgage 
Moratorium Act was held constitu- 
tional, and 1938, when the legislature 
on the basis of a declared continuance 
of the public emergency that prompted 
the Act in 1934, extended the mora- 
torium period, the court took judicial 
notice of the fact that the public emer- 
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gency that had justified the mora- 
torium at the earlier date in fact no 
longer existed, and after stating the 
purpose and importance of the con- 
tract clause in the Federal Constitu- 
tion, held that it was compelled to 
recognize the “temporary” nature of 
the emergency and declare the Mora- 
torium Act of 1938 “unconstitutional, 
void and unenforcible after the date 
of its passage.” A better insight into 
the decision is acquired by reading 
this language from the opinion: 


“In the consideration of this case and 
its solution, we have not discussed the 
depression except as it may be related 
to a public emergency. The economic de- 
pression may be with us continuously as 
our normal status, but what we have 
said is that a public emergency cannot 
be said to have existed in 1938, nor does 
it exist now. It may be that the thing 
which was at one time considered ex- 
traordinary has now become ordinary. 
We do not say that economic conditions 
are normal. We doubt if expert econ- 
omists can fix with reasonable certainty 
a financial and economic standard. 


“Public emergency as herein referred 
to must of necessity be temporary in 
character. An economic depression may 
not be temporary. The exercise of the 
police power of the State may not be 
exerted, simply because of such a depres- 
sion, although it may be a prime factor 
in thrusting a public emergency upon a 
Commonwealth. * * * * This leads to 
the conclusion that the contract clause 
of the Federal Constitution will be vio- 
lated by the further enforcement of the 
Moratorium Law of 1938.” 


A. Shirley Ladd Dies 


A, SHIRLEY LADD, FORMER MUTUAL 
INSURANCE COMPANY EXECUTIVE, 
died recently at his home in West 
Newton, Massachusetts, after a long 
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illness. Mr. Ladd was 64 years old 
at the time of his death. During his 
45 years in the insurance business, 
he had been an engineer, local agent 
and company official. 

Mr. Ladd’s insurance career be- 
gan with the New England Bureau of 
United Inspection in 1893. From 
1898 to 1914 he was a member of the 
Haverhill, Massachusetts, agency firm 
of Hamlin and Ladd. In 1907 he 
helped organize the Grain Dealers 
Mutual Fire Insurance Company 
and served as its vice president and 
secretary. He was also vice president 
and secretary of the Twin Mutual 
Fire Insurance Company and the 
Twin Mutual Liability Insurance 
Company. 

In 1924 Mr. Ladd served as presi- 
dent of the National Association of 
Automotive Mutual Insurance Com- 
panies. For some time he was also 
a member of the Management Com- 
mittee of the Mutual Reinsurance 
Bureau of Chicago. 


Gray Named President of 
Millers National 


LESLIE C. GRAY, FOR MANY YEARS A 
DIRECTOR OF THE MILLERS NATIONAL 
Insurance Company and head of its 
agency in Kansas City, was recently 
elected president of the company to 
fill the vacancy caused by the death of 
H. M. Giles. 

Mr. Gray became head of the Kan- 
sas City agency in 1933, and was 
elected a director in 1935. He started 
his insurance career in a local agency 
in Salina, Kansas. He is a graduate of 
Kansas University. 

W. S. Whitford, who joined the 
company as vice president in January 
1938, retains the same position. 

A. A. Krueger, heretofore secre- 
tary, was elected treasurer as well. He 
was also elected a director. He has 
been with the company 23 years. A. I. 
Bushnell, who has been treasurer and 
is a veteran in the ranks, is retiring. 
He has been with the Millers National 
45 years, since 1932 as treasurer and 
a director. 

ee @ ®@ 


Hanna Named Company 
President 


WESLEY S. HANNA, FOR THE PAST 
FOUR YEARS INSURANCE COMMIS- 
sioner of the State of Maryland, was 
recently elected president of the Na- 
tional Underwriting Corporation, the 
managing attorney-in-fact of the Na- 
tional Lloyds of Baltimore. An- 
nouncement of Mr. Hanna’s election 
to the company’s presidency was 
made on April 30, the day preceding 
his retirement from office. 
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Mutual vs. Stock Insurance -- 
Four Simple Tests 


HE decade of economic stress 

now drawing to a close has had 

one by-product which has con- 
tributed rather more than its share to- 
ward rendering the lot of the average 
insurance agent a far from happy one 
— it has made insurance buyers for 
the more efficient business organiza- 
tions measurably more hard-boiled 
than was once the case. Where, only 
a few years back, the beaming smile 
and the dangling lodge insignia could 
be counted upon to sell many a large 
policy of property and liability insur- 
ance, such props are now quite gen- 
erally looked upon with a cold and 
suspicious eye as an indication that 
the salesman hopes to substitute them 
for facts and figures. 

There can be little doubt that accu- 
rate facts and figures are what the 
large insurance buyer feels he is en- 
titled to today. He wants to know 
exactly what protection he is getting 
under the policies being considered, 
why it is desirable for his organization 
to have such protection, why it is to 
his advantage to have this protection 
furnished by one insurance company 
or insurance agent rather than by an- 
other, and exactly how much money 
this protection is going to cost. Ad- 
mittedly this insistence upon getting 
the correct answers to all of these 
questions is very disheartening to the 
dilettante insurance agent. But his 
more intelligent colleague has long 
ago bowed to the large buyer’s de- 
mands ; through increased study and 
effort he has made a conscientious at- 
tempt to adapt his sales presentations 
to the exacting requirements of the 
day, and has largely thrown over- 
board the specious arguments which 
were deemed good enough to impress 
a previous generation of purchasers of 
insurance. 

Theoretically any insurance pro- 
ducer intelligent enough to realize that 
a revised sales technique is necessary 
nowadays to convince the informed in- 
surance buyer should be intelligent 
enough to employ an approximation 
of that technique in attempting to sell 
any member of the public, informed or 
not. But this is not always true. When 
representatives of rival types of insur- 
ance company are not forced to adopt 
the realistic type of presentation which 
the informed insurance buyer de- 
mands, antagonism often goes to ridic- 
ulous lengths. Charge is piled upon 


counter-charge until the prospective 
policyholder finds it all but impossible 
to separate from fiction the facts which 
he wishes to have to guide him in com- 
ing to a decision ; when the smoke of 
the squabblings has cleared away the 
status of the controversy is exactly 
what it was in the beginning, and the 
prospect is beginning to yawn behind 
his hand. 

This study is an effort to point out 
how the facts about any insurance 
company, or any type of insurance 
company, may be ascertained by any- 
one who is interested enough in the 
matter to follow a few simple lines of 
inquiry. It is agreed in advance. that 
any insurance protection purchased 
should be of the safest and most sub- 
stantial type, and that the price of that 
protection should not be taken into 
consideration until the reliability of 
the insurance companies involved has 
been proven thoroughly. 


It is held to be self-evident that 
either a stock company or a mutual 
company whose good management is 
evidenced by a record of continuing 
success, an adequate surplus, and a 
reputation for prompt and just pay- 
ment of losses, is in a position to give 
complete and satisfactory insurance 
service. 


A common-sense method of making 
such a study involves simply a con- 
sideration of the fundamentals of all 
insurance. What are the vital ques- 
tions to which answers should be de- 
manded by the buyer of any type of 
insurance policy? They are four. 


1. What does the insur- 
ance company contract to do? 
(What are the terms of the 
policy?) 

2. Has the insurance com- 
pany the ability to perform its 
part of the contract? (Will it 
be able to pay, when called 
upon to do so after a loss? ) 


3. What is the company’s 
general reputation, both for 
rendering the service required 
under the policy and in allied 
ways, and for treatment of its 
policyholders? 

4. What is the net cost of 
the insurance? 


When two individual companies are 
in competition these tests can be ap- 
plied to their respective merits with 
considerable accuracy. When consid- 
ering the two major types of compa- 
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nies — mutual and stock — some 
small degree of accuracy may be lost 
in the application of one’s general find- 
ings to a specific individual company. 
3ut the method is the same, and the 
results will be found to be of ines- 
timable value. 


The next step, then, is to compare 
stock insurance companies generally 
with mutual insurance companies gen- 
erally upon each one of the four fun- 
damental points outlined above. While 
the discussion will be confined largely 
to fire insurance, as the field in which 
a large share of the competitive diffi- 
culties arise, its findings and conclu- 
sions apply with equal force to all 
fields in which the basis of competition 
is the merits of mutual insurance as 
against the merits of stock insurance. 


What does the insurance com- 
pany contract to do? 


An insurance policy is a contract in 
which an insurance company binds it- 
self to pay to the insured person the 
amount of any loss of a specified char- 
acter which he sustains, under the con- 
ditions stated in the contract. For 
agreeing to do this the insurance com- 
pany receives a consideration, usually 
called the premium. 

Whether this policy is issued by a 
mutual company or by a stock com- 
pany it is essentially the same contract 
of insurance. The company contracts 
to do what it states in the policy it will 
do; this obligation may range from 
agreeing to pay for the destruction, by 
fire only, of a shed in a described loca- 
tion all the way up to agreeing to pay 
for the loss or destruction from any 
cause, anywhere in the world, of a 
concert violinist’s Stradivarius. 

In 34 states and the District of Col- 
umbia the legislatures have set by law 
an identical standard form of fire in- 
surance policy which must be used by 
all companies doing business in that 
state. In the remaining fourteen states 
both the mutual companies and the 
stock companies, as a general rule, use 
one of two types of standard fire policy 
— these are known as the Old New 
York Standard Form, and the New 
New York Standard Form. As a 
practical matter, therefore, it may be 
said that in every state of the Union 
both the mutual companies and the 
stock companies are using standard 
policies which give substantially the 
same coverage. 

Variations arise, however, from the 
fact that the standard fire policy may 
be changed by endorsement, and the 
circumstances that to every fire policy 
there is attached a form describing the 
property insured and making a num- 
ber of modifications in the standard 
policy. There is no uniformity in 
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these forms as between one stock com- 
pany and another, nor as between the 
stock companies and the mutual com- 
panies. 

Since it is the endorsement which 
tailors the insurance protection to fit 
the particular risk it is essential that 
this form be prepared by an experi- 
enced insurance man, thoroughly fa- 
miliar with the property to be insured, 
and with a firm grasp upon both the 
fundamentals and the technicalities of 
the insurance business. In handling 
this part of the transaction the insured 
depends largely upon the representa- 
tive of the insurance company, leaving 
him to secure what help he can from 
his home office. 

The stock company representative 
is almost invariably an agent selling 
insurance on commission, either as his 
sole occupation or as a sideline to other 
activities ; the mutual company repre- 
sentative may be an agent, or he may 
be a salaried salesman directly em- 
ployed by one insurance company. 
There is little basis for generalizations 
as to whether the qualifications of the 
representative of one type of company 
are superior to those of the representa- 
tive of another type of company. Both 
are in the same business, both have 
access to the same body of insurance 
knowledge and, theoretically, both 
may be presumed to be capable of 
doing efficiently the work which is 
their livelihood. Actually, as in any 
other line of endeavor, there will be 
differences in individuals. Some mu- 
tual representatives will be more com- 
petent than some stock representa- 
tives ; some stock representatives will 
be more competent than some mutual 
representatives. The capable ones of 
both types will prepare insurance con- 
tracts to which their home office legal 
staffs could not add a single comma: 
there is a possibility that the work of 
others will be below this standard. 


Some observers have pointed out 
that there are so many thousands of 
stock insurance agents scattered 
throughout the country that their com- 
panies cannot possibly expend the ef- 
fort in educating them which can be 
expended upon the smaller sales forces 
of the mutual companies, and that the 
average mutual representative will be 
the more competent in consequence. 
This may or may not be true. But 
certain it is that the major mutual com- 
panies maintain a much closer contact 
with their representatives than do the 
stock companies, and for a simple rea- 
son. 

The success of every mutual com- 
pany has been achieved over a period 
of years by careful inspection of the 
properties which it insures, and in- 
sistence upon the elimination or con- 
trol of every possible hazard — this 
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is the basic principle of mutual insur- 
ance. It must maintain close contact 
with its sales forces if such a principle 
is to be maintained. That the mutual 
companies have been successful in 
maintaining this contact is evidenced 
by the fact that for many years their 
ratio of losses sustained to premiums 
written has been uniformly and sub- 
stantially lower than that of the stock 
companies. Such a record obviously 
cannot be maintained by the mere op- 
eration of the laws of chance; it can 
come only as the result of constant and 
intelligent supervision of the sales 
forces by executives who know the in- 
tricacies of fire insurance and fire pre- 
vention inside and out. 

Glorification of the abilities of either 
type of representative has no place, 
however, in a discussion of the ques- 
tion: “What does the insurance com- 
pany contract to do?” As was stated 
above the insurance company con- 
tracts to do what it is stated in the 
policy it will do. If the policy and any 
changes in its provisions are prepared 
by the representative of a mutual com- 
pany, the contract will state what this 
representative intends it to state — an 
intention which is governed by the ex- 
pressed and implied insurance needs 
of the person purchasing it. If it is 
prepared by an experienced stock 
company representative the presump- 
tion is that it will do the same. 


Has the insurance company the 
ability to perform its part of the 
contract? 

The ability of an insurance company 
to pay a policyholder after he has sus- 
tained a loss obviously depends almost 
entirely upon its financial condition at 
the time payment is required. To 
forecast this with any hope of accu- 
racy involves three lines of inquiry : 

1. On the evidence of its current 
balance sheet, does the company now 
have the financial strength requisite 
in a business such as insurance? 

2. Do past records stamp its man- 
agement as having sufficient insur- 
ance ability and knowledge to make 
it improbable that the company will 
show a loss on its purely insurance 
operations during the period covered 
by the policy? 

3. Does analysis of its assets in- 
dicate that its investment policy is 
such as to make improbable a heavy 
loss on the company’s investment 
operations during the period covered 
by the policy? 

Investigation of the first of these 
questions will show that the vast ma- 
jority of companies, both stock and 
mutual, make an extremely good 
showing. State regulation of every 
detail of the operation of insurance 
companies is so strict that any busi- 
ness man accustomed to analyzing 
financial statements can detect imme- 





diately most weaknesses in an insur- 
ance company’s balance sheet. He can 
see whether the total of its assets 
seems sufficiently in excess of its total 
of liabilities. He can approximate 
closely what percentage of the assets 
is held in forms which would make 
them readily available in time of need. 
He can determine whether the items 
carried on the balance sheet as liabili- 
ties — almost entirely reserves, in the 
case of an insurance company — pre- 
sent an accurate picture of what the 
company owes. The whole thing is 
no more than the application of com- 
mon sense to a simple type of financial 
statement, and no complicated formu- 
lae are required. 


There have been, of course, numer- 
ous efforts to work out formulae 
which would indicate the comparative 
financial strength of one company as 
against another. But these have been 
inspired largely by competitive zeal, 
and in most cases the distortions which 
result from their application represent 
an unpardonable imposition upon the 
insuring public. 

Continuing to be the most highly- 
publicized of these bootstrap formulae, 
even though it has been condemned 
by the professional analysts of insur- 
ance statements as productive of gro- 
tesque results, is the so-called Dau- 
walter Formula. It recommends that 
such assets as real estate and mort- 
gages be thrown out of consideration 
entirely, and that then the two figures 
of policyholders’ surplus and unearned 
premium reserve be added together. 
This total is compared with total pre- 
miums written, and the resultant ratio 
set out as an index of the company’s 
financial stability. Inasmuch as the un- 
earned premium reserve must, under 
the law, be carried as a liability this 
straight-faced effort at financial leger- 
demain is rather amusing to those with 
any knowledge of accepted accounting 
practice ; the technique vaguely recalls 
some of the tricks that were resorted to 
in floating issues of securities in the 
days before frankness in the financial 
marts was made compulsory by 
statute. 

There is, of course, something to be 
said for the contention that the un- 
earned premium reserve is not entirely 
a liability in the ordinary accounting 
sense of the term, to the extent that it 
is a fixed amount which the company 
must some time pay out. Under in- 
surance laws a substantial portion of 
every premium written must be placed 
in unearned premium reserve and held 
there until expiration of the policy it 
represents. The purpose is to make 
sufficient funds available in this re- 
serve to reinsure every policyholder 
in another company at any time, or to 

















return to the policyholder the un- 
earned portion of his premium, should 
the original insuring company retire 
from business. 

Since very few insurance companies 
retire from business nowadays, it is 
plain that at the end of the policy’s 
term a sizeable portion of this un- 
earned premium reserve will pass into 
the general funds of the company ; in 
practice this is a continuous process, 
for a percentage of the policies repre- 
sented in the unearned premium re- 
serve is expiring daily. It will be 
seen, then, that the company has a 
potential equity in its unearned pre- 
mium reserve equal to the percentage 
of its earned premium income which 
is not needed for the payment of losses. 
The company which has a low ratio 
between the total of premiums earned 
and the total of losses incurred — the 
loss ratio — thus has at all times a 
very much greater potential equity in 
its unearned premium reserve than 
does the company whose loss ratio is 
high. 

In this connection it is interesting 
to compare the loss ratios of mutual 
and stock companies in the fire field. 
In the chart below will be found ratios 
upon 330 stock fire companies, and 
upon 137 advance premium mutual 
companies ; mutual companies which 
operate upon a different basis — no- 
tably the Associated Factory Mutuals 
which collect large deposit premiums 
— are not included, although their in- 
clusion would make the mutual ratios 
a great deal lower than those listed. 
The data are taken from the Spectator 
Fire Insurance Yearbook, and are 
based upon complete figures for the 
business of 1937 : 

Mutual Stock 
Losses and Adjust- 

ment Expense In- 

curred to Prem- 

iums Earned. . .38.2% 
Underwriting Ex- 

pense Incurred to 

Premiums 

Earned 
Underwriting Gain 

to Premiums 

Earned ....... 24.4% 4.0% 


At a glance it can be seen that the 
potential equity of the average mutual 
company in its unearned premium re- 
serve is considerably greater than that 
of the average stock company, and as 
a factor in balance sheet it may be 
taken for what it is worth by those 
who prefer to depend upon formulae. 

But however important or unimpor- 
tant the prospective policyholder may 
consider this factor as an indicator of 
present financial strength, the impor- 
tance of all three ratios given above 
cannot be denied as indications of the 
ability as insurance men of the com- 


45.1% 


50.9% 
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pany’s management ; when these ratios 
have remained consistently low over a 
period of years they point out rather 
clearly that, as far as its insurance 
operations are concerned, it is highly 
improbable that a mutual company 
will suffer any setbacks during the 
term of the policy which will reduce 
its financial strength. Plainly a type 
of company which can maintain a mar- 
gin of 24.4% between income and out- 
go, while the margin of its competitors 
is only 4.0%, must be given credit for 
being at least as well-versed in the 
intricacies of successful insurance 
company operation as they are. 


Were stock and mutual companies 
operated upon the same basis this large 
advantage in margin of safety held by 
the mutuals would, of course, soon re- 
sult in the accumulation by the mutual 
companies of surplus funds bloated be- 
yond all limits which past experience 
has shown to be necessary. Most of 
the savings made by the mutual com- 
panies, however, are returned annual- 
ly to their policyholders — the 81 fire 
insurance companies of the American 
Mutual Alliance alone thus returned 
in 1937 the sum of $16,881,755. The 
result of these heavy savings returned 
is to make the various balance sheet 
ratios between mutual companies and 
stock companies somewhat similar, 
despite the wide variance in operating 
results. 

Again turning to the Spectator 
Yearbook for statistical data, it will be 
seen that at the end of 1937 a list of 
147 leading advance premium mutual 
fire insurance companies had a ratio 
of total surplus funds to admitted as- 
sets of 58.0% ; the stock company ratio 
of combined capital and policyholders’ 
surplus to admitted assets was 60.1%. 
The ratio of mutual policyholders’ 
surplus to premiums written was 
130.4% ; that of stock company capi- 
tal and surplus to premiums written 
was 175.7%. The ratio of mutual 
policyholders’ surplus to liabilities 
was 139.0% ; that of stock company 
capital and surplus to liabilities was 
151.0%. From year to year such ra- 
tios vary — largely in sympathy with 
the stock companies’ good fortune, or 
lack of it, in the securities markets — 
so that in some years the stable mu- 
tual ratios will excel those of the stock 
companies, and in some years the 
stock companies will be favored. The 
differences, however, are seldom wide 
enough to prove much either way in 
making comparisons. 

So, just as earlier we reached the 
conclusion that almost all major fire 
insurance companies have ample funds 
for their needs, whether their plan of 
operation is stock or mutual, the ob- 
vious conclusion to which our second 
line of investigation leads is that the 
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managements of both types of com- 
pany are sufficiently capable as to 
make it probable that losses during 
the term of any policy will not much 
exceed the percentage that is to be ex- 
pected on the basis of past records. 
The loss ratios of the stock companies 
will be considerably higher, of course, 
but they may be expected to remain 
on a fairly even keel at this higher 
level. In the same way the loss ratios 
of the mutual companies may be ex- 
pected to remain on an even keel at 
the lower level. The figures over 
many years are too consistent to make 
any other result likely. 


NE of the most important dif- 
O ences between stock companies 
and mutual companies — aside 
from the basic difference that stock 
company earnings go to the stock- 
holders, while mutual savings go to 
the policyholders — is probably to be 
found in their widely separated invest- 
ment philosophies. 

Most mutual executives very con- 
sciously look upon themselves as trus- 
tees for the policyholders’ funds given 
into their care, and the result of this 
attitude has been to make the invest- 
ment policies of their companies ex- 
tremely conservative. Their conten- 
tion is that they are engaged in the 
insurance business rather than in the 
investment business, and their major 
concern is for the safety of the princi- 
pal of their companies’ assets. Many 
stock company executives, it would 
seem, look upon their investment op- 
erations as being at least as important 
as their insurance operations; as a 
whole they are more prone to attempt 
to show heavy profits by operations in 
such fluctuating securities in common 
stocks. 

Ir a rising market many stock fire 
companies will show huge additions 
to surplus from their market gains, 
just as they will show heavy losses in 
a declining market. Which investment 
philosophy is the better may be de- 
bated endlessly, but the results 
achieved admit of no doubt. Mutual 
companies show small losses in sur- 
plus when market conditions are bad ; 
they show small gains when market 
conditions are good. Stock companies 
show heavy losses in surplus when 
market conditions are bad; they show 
large gains when market conditions 
are good. Of course it was to be ex- 
pected that the heavy losses sustained 
under the unsettled market conditions 
of recent years have worked a change 
of heart in some stock company man- 
agements — some of the largest com- 
panies have only recently announced 
that they will dabble no more in 
stocks. 

The essential differences in the in- 
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vestment portfolios of stock and mu- 
tual companies is best illustrated by 
the following table, prepared from the 
Spectator Yearbook as of December 
31, 1937. It shows how the assets of 
147 major advance premium mutual 
fire insurance companies and of 330 
major stock fire insurance companies 
are <listributed :* 

These were the latest complete fig- 
ures available at time of publication, 
and although market fluctuations dur- 
ing 1938 doutbless made for changes 
in the financial positions of individual 
companies, the percentages may be 
considered to have remained fairly 
constant. The funds of the companies 
in almost every case remained ample 
for the safe conduct of their insurance 
businesses. 

We reach, then, the end of the third 
of our lines of investigation with the 
following answers to the questions 
which were posed at the beginning: 

1. On the evidence of its current 
balance sheet, does the company 
have the financial strength requisite 
in a business such as insurance? The 
major stock and major mutual fire in- 
surance companies may be consid- 
ered as having at present ample funds 
for the safe carrying on of a fire in- 
surance business. 

2. Do past records stamp its man- 
agement as having sufficient insur- 
ance ability and knowledge as to 
make it improbable that the company 
will show a loss on its purely insur- 
ance operations during the period 
covered by the policy? Past records 
show that the loss ratios of mutual 
companies will be appreciably lower 
than those of stock companies, but 
that they will probably continue at 
about their own past levels, and in 
neither case will they suffer losses 
on their insurance operations. 

3. Does analysis of its assets in- 
dicate that its investment policy is 
such as to make improbable a heavy 
loss on the company’s investment 
operations during the period covered 
by the policy? Analysis of the in- 
vestment policies of the mutual com- 
panies, as reflected in their portfolios, 
makes it very improbable that they 
will suffer heavy investment losses. 
Analysis of the investment policies 
of the stock companies indicates the 
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possibility that they may suffer sub- 

stantial losses, or register substan- 

tial gains, over the period of any 
policy. 

Before taking leave of the subject 
of the ability of insurance companies 
to pay policyholders in case they 
should sustain losses there are sev- 
eral miscellaneous points which de- 
serve brief comment. 

It is the habit of some comparatively 
uninformed stock fire insurance agents 
to state that in case of a serious con- 
flagration — such as the San Francisco 
fire of 1906 — that the capital stock 
of the stock companies would make 
them better able than the mutual com- 
panies to meet catastrophic losses. 
While it is our contention that the 
major fire insurance companies, both 
stock and mutual, could weather any 
conflagration without disaster, this 
point should be clarified. It should be 
remembered that a very substantial 
portion of the assets of some stock fire 
insurance companies are in the form 
of stocks of other fire insurance com- 
panies. Should a conflagration be so 
severe as to tax the resources of one 
large company it would tax the re- 
sources of the other companies whose 
stock it holds to the same extent, and 
would make the assets represented by 
these stocks virtually worthless for 
loss-paying purposes. 

Another contention that has been 
made by stock agents is that a very 
large percentage of mutual fire insur- 
ance companies have failed. While 
replying to this proves nothing, it is 
well to recall that painstaking and ad- 
mittedly accurate research shows that 
of 4,662 mutual companies organized 
in the history of insurance in the 
United States there are 2,664 
(57.1%) still in business. Of 2,307 
stock companies organized during the 
same period there are but 560 
(24.3%) still in businéss. 

It should by now be self-evident that 
any fire insurance company, stock or 
mutual, that has stood up under the 
tests suggested above is well able to 
perform its part of the insurance con- 
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tract by paying the policyholder who 
has had a loss. 


What is the company’s general 
reputation, both for rendering the 
service required under the policy 
and in allied ways, and for treat- 
ment of its policyholders? 


The questions which have been dis- 
cussed previously have admitted of 
fairly definite answers. There can be 
little argument, for instance, over 
what the insurance company con- 
tracts to do; it is all down in black 
and white, and in case of doubt it is 
only necessary to call in a competent 
lawyer to dissect the contract of in- 
surance. Similarly, it is not difficult 
to determine whether the insurance 
company is financially able to carry 
out its obligations; an experienced 
accountant can get at the truth by 
analyzing the company’s financial 
statements. But the question of serv- 
ice — this lies within the realm of the 
salesman and admits of considerable 
latitude in definition. It is no acci- 
dent that “service”, the only one of 
the four factors entering into an in- 
surance analysis on which he cannot 
be pinned down to concrete facts, is 
the one upon which the average stock 
insurance agent places chief reliance 
in making his sales presentations. 


In general it may be said that the 
service rendered to the policyholder 
should be much boader than that 
called for by the strict limitations of 
the policy contract. The prospective 
policyholder should have expert as- 
sistance in deciding upon the amount 
of insurance which he needs to pro- 
tect himself properly against loss. In 
the event of a loss he should have 
prompt and courteous treatment, with 
a fair adjustment and immediate 
payment after agreement has been 
reached as to the amount of the loss 
and the extent to which it is covered 
under the policy. Expert engineering 
advice on possible steps to reduce the 
fire hazard should be offered by the 
insurance company for the double 
purpose of making more remote the 
possibility of fire and of securing a 
reduction in the rate the policyholder 
must pay. 

Upon this question it is, however, 
unsafe to generalize by saying that 
the mutual companies as a group, or 
the stock companies, as a group, pro- 
vide better service. For this is a mat- 
ter which lies almost entirely within 
the control of the individual com- 
pany. 

There are stock agents and stock 
companies which render the best of 
service to their policyholders. There 

(Continued on page 24) 
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NIDE slanders have long been a 

technique of political campaign- 
ers. Charges and innuendoes that 
could not bear the weight of print 
are whispered behind cupped hands 
in barrooms, Pullman smokers, 
around bright tables and across store 
counters. And while the political 
medicine men set enough store by 
this despicable practice to keep it 
up year after year, we have never 
been convinced that it swung an 
election. 


To see evidence that it is being 
adopted, in any measure, by reput- 
able business is disheartening. It 
betokens an almost complete bank- 
ruptcy of intelligence and enterprise. 
To our mind, it is a definite con- 
fession that the victim of the whis- 
pers has so good a product that 
inferiors cannot compete by legiti- 
mate methods. 


Within recent months, we have 
heard charges that lepers were em- 
ployed in the factories of a major 
tobacco firm. The busy whisperers 
also started rumors of race discrim- 
ination against the same manufac- 
turer. 





Whispering Campaigns: A Vicious Technique 
From Editor & Publisher. 


A big department store in New 
York came under the whispering 
barrage with charges that it was fir- 
ing its regular help to take on Ger- 
man refugees. A major brewery is 
now combating whispers that its 
beer is chemically aged, with poten- 
tially dangerous results for drink- 
ers. It goes without saying that none 
of these charges is true. 


The political sniping against That 
Man in Washington also goes on. 
Last week we were handed a card, 
bordered in 12-point black, with the 
legend, “Give me an order or I'll 
vote for him again.” If that is a 
good sales or political argument, 
we'll confess our complete ignorance 
of both business and politics. 


If whispering, the purveyance of 
vile slanders, is a legitimate weapon 
in the armory of either democracy 
or capitalistic business, everything 
we have learned in a quarter-century 
is wrong. No whiskered Red ever 
devised any bomb more potentially 
destructive of our institutions than 
these libels. 








An Audacious Experiment 
In! Propaganda 


By L. A. FITZGERALD 


HE average American prides 
himself upon being rather too 
skeptical a fellow to be far mis- 

led by the flood of propaganda which 
is daily poured upon him from all 


quarters. 


He looks abroad at other nations— 
where the press is muzzled, the radio 
listener on a leash, and the cinema 
under orders—and wonders aloud 
how leaders can keep even one foot 
upon the necks of their peoples in the 
face of facts which seem to him ap- 
parent. Such Communistic or total- 
itarian propaganda as he encounters 
in this country seems to him in the 
main obvious drivel which is not much 
of an improvement over the traditional 
soap-box harangue ; he is confident of 
his ability to evaluate even British 
propaganda, despite the expansive 
claims which are made for its extreme 
subtlety and unique effectiveness. 


Such public skepticism has now 
reached the point where the very chil- 
dren in the schools are offered courses 
in propaganda analysis, and they are 
courses that get right down to cases. 


When this public state of mind is 
coupled with the increasingly hard- 
boiled attitude of such professionals as 
newspapermen toward any attempted 
use of the channels of public informa- 
tion for the attainment of certain pri- 
vate ends it becomes obvious the 
United States is no longer the public- 
itor’s paradise it once was considered, 
even though he be an ordinary press 
agent who is up to nothing more sin- 
ister than trying to entice a few dollars 
into some box-office. 


The serious propagandist, attempt- 
ing to advance causes which may be 
none too savory, is reported as finding 
that today he must work with ever 
more skill to convince the American 
public that it should act in a manner 
different from that which would seem 
indicated by logic. 


Such methods as are commonly 
used in handling propaganda of the 
more sinister sort have not been ap- 
plied at all generally, as yet, to the 
public relations of American business. 
The average business man still thinks 
that Phineas T. Barnum was as able 
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a press agent as this country has seen 
—although he is not nowadays com- 
monly in accord with the great ex- 
ploiter’s ethical principles—and if he 
can convince the public that his prod- 
uct or his services are the best that 
money can buy, and that his com- 
pany’s chief interest lies in treating 
both the public and its employes well, 
he feels that he is doing a good job 
of public relations. He believes that 
if his competitors are anxious to reach 
the public it is up to them to do their 
own talking; and, aside from a few 
whispering campaigns which quickly 
expired under almost universal con- 
demnation, there has been in recent 
years surprisingly little running down 
of competitors by American business. 
Like many attitudes based on common 
beliefs, this one has been considered 
sound because it works in practice. 





But lately there has been a hint that 
the propagandist, in attempting to 
convince business that present condi- 
tions call for a change in methods, is 
experimenting with techniques which 
run counter to this theory. Perhaps 
the most interesting single experiment 
along this line has been in the insur- 
ance field, in the form of an address 
entitled “What Is American?” which 
was delivered to a meeting of insur- 
ance representatives recently by Mr. 
James Raymond Murphy—who has 
progressed by easy stages through 
Iowa politics and the national com- 
mandership of the American Legion 
to a final resting-place as public rela- 
tions expert for the major stock cas- 
ualty insurance companies. 


Secause this address employed with 
some degree of skill every one of the 
standard propaganda devices, from 
misrepresentation to Red-baiting, and 
represented so sharp a departure from 
what most business leaders consider 
legitimate public relations practice, it 
deserves dissection by those who are 
interested in the possibilities of adapt- 
ing such devices to the business field. 


The speech purported to point out 
that our economic structure is being 
undermined, not by the governmental 
activities which are sometimes blamed 
nor by the policies of business, but 
by the forces which are charged with 
having wrecked the well-being of the 
individual in the dictator nations of 
Europe ; it masqueraded as a plea for 
a return to the traditional American 
system of “private enterprise” and 
“free competition.” Beneath the glit- 
tering generalities, of course, it was a 
much smaller thing. It was a bitter 
attack upon mutual insurance as the 
entering wedge in this assault upon 
America’s economic structure. 


By inference it warned the breath- 
less assemblage of insurance men that 

















16—May, 1939 


the growth of mutual insurance which 
has been so pronounced in recent years 
promises to throw millions of persons 
out of work, from clerks and salesmen 
to factory hands, to destroy our free 
press by depriving it of advertising 
revenue, and to make real estate 
worthless as an investment. By in- 
ference, similarly, it conferred upon 
the stock insurance companies credit 
for most American achievements — 
from good roads and the radio all the 
way down to improved plumbing fa- 
cilities. 


It is, of course, no new thing for 
curbstone lawyers or the less compe- 
tent stock insurance agents to criticize 
mutual insurance ; this has been going 
on for at least one hundred years. Nor 
is it a new thing for a skilled propa- 
gandist working behind the scenes to 
use a recognized national figure as the 
mouthpiece for an _ inflammatory 
speech which has been written out of 
a thorough familiarity with the prac- 
tical methods which may be employed 
to play upon the emotions of the pub- 
lic. But the combination of the two, 
and the approach which was selected, 
have seldom been matched for sheer 
effrontery. 


R. MURPHY spoke as the paid 

representative of the Associa- 
tion of Casualty and Surety Execu- 
tives, an organization of the larger 
stock casualty insurance companies— 
eighteen of which are alien organiza- 
tions owned by foreign capitalists in 
England, Scotland, Switzerland, and 
Japan. 


He attacked the Americanism of the 
mutual insurance companies—despite 
the fact that all of the mutual insur- 
ance companies doing business in the 
United States are American compa- 
nies, owned entirely by their millions 
of American policyholders. The oldest 
American insurance organization of 
any type is a mutual fire insurance 
company organized in 1752 by Ben- 
jamin Franklin and a number of his 
Philadelphia associates. There are 
forty-four American mutual fire in- 
surance companies which have been 
continuously in successful operation 
for more than one hundred years. 


Unfortunately, despite strenuous 
publicity efforts, the address was given 
little space in the skeptical newspa- 
pers, and it was necessary to achieve 
wider distribution by means of pam- 
phlets circulated through stock insur- 
ance channels. Whether this naturally 
made it highly suspect, or whether 
this type of propaganda is not as effec- 
tive as some believe, the avalanche of 
cancellations of mutual insurance poli- 
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cies which the address’s initiators so 
confidently awaited has somehow 
failed to materialize. That its circula- 
tion was not greater probably means 
that a public verdict, which could 
have been used as a guide for future 
propaganda activities, will never be 
given. 


The address did have the negative 
effect of shocking somewhat a portion 
of the thousands of individual Amer- 
icans who are engaged in the business 
of mutual insurance, and for a simple 
reason. Their business is insurance 
underwriting, or safety engineering, 
or loss adjustment, and few of them 
have any extensive knowledge of 
propaganda methods. Obviously not 
many of them understood that the 
speech was a carefully planned experi- 
ment designed to determine exactly 
how far it is possible to go in misrep- 
resenting mutual insurance without 
drawing the ridicule of the insurance- 
buying public. For the tenor of their 
reactions was one of amazement that 
a former national commander of the 
American Legion—who had spoken 
bitterly against foreign propaganda in 
some of his speeches delivered in that 
capacity—could be induced to permit 
the use of the prestige he had there 
gained to add weight to his appear- 
ance as the paid spokesman of alien in- 
surance companies in denouncing 
purely American companies for an al- 
leged lack of Americanism. 


Shrewder appraisers, however, 
pointed out that the building of the ad- 
dress upon cunning and invalid infer- 
ences from half-truths demanded a 
very strong cement of appeals to 
Americanism to hold it together, and 
that the making of such an approach 
would have been ludicrous for anyone 
save an individual with some past rep- 
utation as a patriot. The feeling was 
that any organization so heavily sub- 
sidized by alien institutions which at- 
tempted to use an ordinary employe to 
lecture American companies upon 
Americanism would have risked hav- 
ing its representative hooted off the 
platform. 


But the fact that the address did not 
accomplish its obvious purpose, and 
that its sponsorship was offensively in- 
appropriate, does not detract from its 
merits as an example of what an ex- 
pert propagandist can accomplish with 
what would seem to the layman a 
hopeless assignment. Interesting as 
study of the finished product—the 
speech itseli—would be, however, it 
would be infinitely more informative 
to read the analytical advance report 
of the propagandist who outlined the 
approach to the question, for the stand- 
ard variety of such report makes a 





point of laying bare the bones of the 
structure which is to be erected. 


UCH a report would read about 
as follows: 


“T have been requested to submit a 
comprehensive report upon suggested 
methods for promoting the sale of 
stock company insurance at the ex- 
pense of mutual insurance. Inasmuch 
as both the Association of Casualty 
and Surety Executives and myself 
may be considered to be familiar with 
the field, I will not trouble to include 
a general discussion here of insurance 
problems. 


“Tt is obvious that the growing tend- 
ency of major newspapers—which are 
the key to effective general publicity 
—toward objective reporting of the 
news makes it almost futile to attempt 
to place ordinary news releases at- 
tacking mutual insurance. My rec- 
ommendation is that a series of test 
speeches, experimenting with newspa- 
per and public reception of various 
methods of attacking mutual insur- 
ance, be planned, and that they be de- 
livered by some ‘name’ speaker who 
rates some publicity attention by rea- 
son of the very fact that it is he who 
is making the speech; this permits 
more latitude in the speeches’ content 
than would otherwise be the case. 


“Your Association is very fortunate 
in having in your employ Mr. Ray 
Murphy, whose political and fraternal 
activities have made him something of 
a national figure. Until we have se- 
cured a public reaction it will be suff- 
cient to construct the first speech of 
this series of test addresses. 


“PURPOSE—The purpose of this 
address is to discredit mutual insur- 
ance sufficiently to halt the trend to- 
ward its purchase, which has been 
growing at an especially alarming rate 
during the past decade. 


“PROBLEM—tThe problem to be 
solved is to convince the public, and 
more particularly the business man— 
who provides the major market for 
casualty insurance because of his need 
for workmen’s compensation and va- 
rious liability coverages—that he is 
working against his own interests in 
becoming a policyholder in a mutual 
insurance company ; it is fundamental 
that his self-interest must be appealed 
to, for his inclination is to consider 
insurance only a necessary evil which 
he cannot afford to be without. 

“There are four major obstacles 
which must be overcome or side- 
stepped before deciding upon an ap- 


(Continued on page 27) 














past decade various lawyers’ 

organizations throughout the 
country have made the charge that 
many routine activities carried on by 
business men constitute, in reality, 
the practice of law, and have de- 
manded that the courts take action 
to prevent the carrying on of such 
activities by laymen. Until two years 
ago there was no real controversy 
between business and the Bar on the 
question — the lawyers confined 
their complaints largely to local in- 
dividuals whose actions were of the 
obvious and flagrant type, such as 
laymen who were actually posing as 
lawyers and holding themselves out 
to the public as capable of perform- 
ing services plainly requiring a real 
professional knowledge of law. 


A. irregular intervals during the 


But two years ago lawyers and 
business men interested in the legal 
niceties of the subject of unauthor- 
ized practice of law came to the reali- 
zation that matters were moving to 
a showdown, and that the state of 
Missouri was to be the battleground 
upon which would be decided just 
where the dividing line between busi- 
ness activity and the law lay. 


This realization was prompted by 
a campaign undertaken by the gen- 
eral chairman of Bar committees of 
Missouri to have a number of the 
ordinary activities of insurance ad- 
justers declared the practice of law, 
and the intimation that the campaign 
would proceed along broad lines. 
This interested lawyers everywhere, 
for the finding that the adjustment of 
claims constitutes the practice of law 
would require the setting of general 
rules of law which would bring 
within the exclusive province of the 
legal profession huge fields of com- 
mercial activity in which lawyers find 
little employment. It interested busi- 
ness men generally because a finding 
by the courts that such activities as 
filling in the blanks in contractual 
documents, settling disputes with cus- 
tomers, and the like must be per- 
formed only by lawyers would 
greatly complicate the functioning of 
the everyday machinery of business. 

The situation became more tense 
on January 14, 1938, when the Circuit 
Court of Boone County, Missouri — 
where a declaratory judgment suit 
on the adjustment question had been 
brought against the Bar group by six 
mutual casualty insurance companies 
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Court Rules Adjusters 
Not Practicing Law 


— handed down a decision which, 
in effect, completely sustained the 
lawyers’ contentions. The campaign 
against the adjuster promptly crossed 
state lines and became a _ national 
problem, with each local Bar group 
setting itself up as an expert arbiter 
of what constitutes the practice of law. 

Numerous conferences were held 
between the insurance associations 
and the American Bar Association, 
and an agreement worked out as to 
the place of the laymen in the ad- 
justment picture. But the controversy 
virtually came to an end on May 2, 
1939, with the handing down of a 
unanimous opinion by the Supreme 
Court of Missouri on the case which 
had earlier been decided in the Cir- 
cuit Court of Boone County. 


The Supreme Court of Missouri 
held, substantially, that the adjust- 
ing of insurance claims does not con- 
stitute the practice of law. It re- 
versed the judgment of the lower 
court, and summed up the rights of 
the appellant insurance companies 
and adjusters as follows: 


1. The Court declares the law to 
be that the relationship existing be- 
tween an appellant company and the 
person to whom it issues any of its 
forms of casualty insurance policies 
is that of insurer and insured, and it 
is not that of attorney and client. 

2. The Court declares the law to 
be that when a lay investigator em- 
ployed by any appellant company in- 
vestigates for his employer the facts 
and circumstances relating to a casu- 
alty or a claim arising under a policy 
of casualty insurance issued by his 
employer, and reports to his em- 
ployer the facts ascertained in such 
investigation, these acts of such lay 
investigator do not constitute the 
practice of law or the doing of a law 
business, 


3. The Court declares the law to be 
that when a lay adjuster employed 
by any appellant company, in effect- 
ing settlement of a claim arising un- 
der a policy of casualty insurance 
issued by such company, fills in, on 
a printed form prepared by counsel 
for the company, the Workmen’s 
Compensation Commission or other 
public authority, the release to be 
executed by such claimant, such act 
of such lay adjuster does not consti- 
tute the practice of law or the doing 
of law business. 
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4. The Court declares the law to 
be that when a lay adjuster employed 
by an appellant company, in the 
negotiation and settlement of a claim 
arising under a policy of casualty in- 
surance issued by his employer, 
truthfully states to the claimant or 
claimant’s representative what the 
company’s attorney has advised such 
company as to the liability of the com- 
pany or its insured upon such claim, 
this act of such lay adjuster does not 
constitute the practice of law or the 
doing of law business; but he shall 
not state his own opinion as to the 
legal rights of the company, insured 
or claimant. 


5. The Court declares the law to 
be that when a lay investigator or ad- 
juster employed by an appellant com- 
pany, in his reports to his employer, 
expresses his opinion as to the mone- 
tary extent of the liability of his em- 
ployer, or of the insured, upon any 
claim which he is charged with inves- 
tigating or adjusting, such acts of 
such lay investigator or adjuster do 
not constitute the practice of law or 
the doing of law business; provided, 
he shall not pass on any question of 
law or legal liability. 


6. The Court declares the law to 
be that when a lay investigator or ad- 
juster employed by an appellant com- 
pany, in a report to his employer 
states the opinion (if any) given by 
the company’s counsel on any ques- 
tion of liability upon any given claim, 
such act of such lay investigator or 
adjuster does not constitute the prac- 
tice of law or the doing of law 
business. 


7. The Court declares the law to 
be that when a lay investigator:or ad- 
juster of an appellant company partic- 
ipates in a conference with or before 
the Workmen’s Compensation Com- 
mission, such conference being held 
by and at the instance of such com- 
mission or its ‘representative for the 
purpose of endeavoring to bring 
about an amicable agreement between 
the insurer and the injured employe 
as to payment of compensation, such 
act of such lay investigator or ad- 
juster does not constitute the prac- 
tice of law or the doing of law 
business. 


8. The Court declares the law to 
be that when a lay adjuster or lay 
claims manager of an appellant com- 
pany determines for his employer the 
pecuniary limit which his employer 
will be willing to offer or pay in 
settlement of any claim arising under 
a policy of casualty insurance issued 
by such employer, this act of such 
lay adjuster or lay claims manager 
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does not constitute the practice of 
law or the doing of law business. 


9. The Court declares the law to 
be that when a lay employe of an 
appellant company exercises his judg- 
ment as to which of several forms of 
release prepared by counsel for the 
company he will use in settlement of 
a claim arising under a policy of 
casualty insurance issued by such 
company, neither of these acts by such 
lay employe constitutes the practice 
of law or the doing of law business. 


10. The Court declares the law to 
be that the issuance by an appellant 
company of a policy of liability insur- 
ance, and the act of such company, 
in accordance with the terms of such 
policy, in interceding by an attorney 
at law and maintaining a defense in 
behalf of the insured when a claim is 
made or a suit is brought against the 
insured, do not constitute the prac- 
tice of law or the doing of law busi- 
ness, though the amount sued for ex- 
ceeds the amount of insurance cov- 
erage. 

ee @ ® 

N discussing the points at issue, 

before making the ten listed dec- 
larations of law the opinion, which 
was written by Judge George Robb 
Ellison, pointed out: 


“The question is how far may they 
(the insurance companies) employ 
laymen in the conduct of such insur- 
ance business and how far must they 
use lawyers. 


“The parties agree that in the deci- 
sion of that question we cannot be 
swayed by any consideration such as 
creating a monopoly for the legal 
profession in the insurance business, 
but must be guided solely by the 
public interest. Indeed, some of the 
briefs say lawyers ultimately profit 
from the bungling of laymen. In dis- 
cussing how the public interest may 
be best served, respondents point to 
the fact that lawyers are officers of 
the court; that high standards of 
education and conduct are exacted 
of them; and that they are subject to 
strict discipline; whereas such quali- 
fications are not required of the lay 
employes of insurance companies and 
the latter have an unfair advantage 
because of their great wealth and 
highly organized facilities for the de- 
fense of claims. .. . 


“On the other hand appellants say 
that if the strict doctrine contended 
for by respondents be enforced, every 
railroad, bus, boat, or airline agent 
who prepares a ticket for a traveler 
or a bill of lading or shipper’s con- 
tract for a freight shipper, fills in the 
blanks, and explains to the recipient 
his rights thereunder, is engaged in 
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law business. So, too, of the bank or 
loan company employe who fills out 
a note or mortgage in dealing with a 
customer; of a policeman who tells 
you where you may park your car, 
and how long; and of the employes 
of practically every kind of business 
negotiating and contracting with the 
public; for there are legal rules ap- 
plying to all such transactions.” 

In examining a number of the ac- 
tivities which were held to be the 
practice of law by the lower court, 
the opinion made, among others, the 
following comments : 


“We are unable to see why lay 
employes may make an appraisement 
of the damage to physical property 
where liability is undisputed, but can- 
not do so where it is disputed. After 
all, the question of the amount of 
damage to an automobile, a plate 
glass window, boiler or other physi- 
cal property, is not a question for 
legal experts but a question for me- 
chanical experts in the particular 
line, and there is no reason why a 
claim investigator or adjuster should 
be denied the right to gather in- 
formation on these questions from the 
proper sources, form his own judg- 
ment and report it to his company, 
whether the damage is disputed or 
not. 


“Furthermore, if a lay employe 
may determine or recommend the 
amount to be set up as a reserve for 
claims, why may he not determine 
or make a recommendation as to the 
monetary extent of the whole liability, 
which must be balanced by the re- 
serve. True, this liability may in- 
clude damages to person as well as 
to property. But as to personal in- 
juries the adjuster would also be 
dependent upon the advice of physi- 


cians. It is not a matter for legal 
experts. 
“So this presents the question 


whether a lay claim adjuster may se- 
lect the appropriate form of release 
from the several prepared by counsel 
for the company, fill in the blanks, 
have the instrument executed by the 
claimant, and close the case. We 
think he may, because the perform- 
ance of such simple, routine services 
requiring only a slight knowledge of 
the law does not constitute law prac- 
tice or business. . . . We cannot see 
any benefit to the public in holding 
such work must be done by lawyers. 
If, as we held in State ex rel. McKit- 
trick v. Dudley, a corporation may 
collect liquidated damages so long 
as it does not threaten suit, why may 
not its lay employe pay a liquidated 
claim and take a release on the ap- 
propriate form prepared by its 
counsel ? 





“The reason why laymen are for- 
bidden to engage in the law business 
is that it is detrimental to the public 
interest for them to represent them- 
selves to the public as being quali- 
fied to do that business when they 
are not, thereby ensnaring the pub- 
lic and spreading error broadcast. 
. . . On the other hand, appellant’s 
lay claim adjusters work only for 
their several employes, who hire and 
retain them with their eyes open. 
When they deal with claimants it is 
on an adversary basis, not a repre- 
sentative basis implying a fiduciary 
relation. Indeed, it might be said ar- 
gumertatively that an insurance claim 
adjuster who is a lawyer would be 
better equipped to outwit the claim- 
ant than one who is not — if he were 
so disposed. We cannot agree the 
fact that a lawyer-adjuster would be 
amenable to bar discipline furnishes 
an adequate reason for requiring all 
adjusters to be lawyers. A lawyer 
must be educated in many branches 
of the law that he would seldom if 
ever be required to use as a claim 
adjuster. And so far as concerns the 
disciplining of adjusters, that can be 
accomplished by appropriate legisla- 
tion, as has been done in fifteen 
states.” 


The opinion of the Supreme Court 
of Missouri is similar in many re- 
spects to the statement of principles 
drafted several months ago by the 
Conference Committee on Adjusters, 
an independent body made up of five 
representatives of the American Bar 
Association and of five representa- 
tives of the insurance associations 
which was set up to make an exhaus- 
tive study of the problem of unau- 
thorized practice and the insurance 
adjuster. The statement of principles 
has already been adopted by the in- 
surance associations, and it is ex- 
pected that the American Bar Asso- 
ciation will approve it at its annual 
convention in San Francisco this 
summer. 








Annual Meeting of 
“‘lowa 1752°’ Club 


R. F. NELSON OF THE MILL OWNERS 
MUTUAL FIRE INSURANCE COMPANY 
of Des Moines, Iowa, was elected 
president of the “1752” Club of Iowa 
at the conclusion of the group’s annual 
meeting held at the Hyperion Field 
Club of Des Moines on April 21. 
Other officers elected were: Forrest 
Grove of the Farmer’s Mutual Hail 
Insurance Company, vice president ; 
C. M. Everett of the Midwest Cas- 
ualty Company, secretary; and Ira 
Cooley of the Motor Carriers Insur- 
ance Company, treasurer. 





























JouRNAL OF AMERICAN INSURANCE 


A Glance at the Record 


HEN a number of the huge 
W corporations which had been 

built up through merger or 
high-pressure expansion prior to 
1929 began to crash under the weight 
of adverse business conditions, there 
crashed with them things other than 
the securities markets and the as- 
sumed economic omniscience of the 
customers’ men in the brokerage 
houses. Among the casualties was a 
rude awakening of the public from 
a belief once held by most Ameri- 
cans — that great size is the best 
measure of the success achieved by a 
corporation, and the most depend- 
able guarantee of its future solvency. 


Today there is much talk of the 
optimum size of corporations — the 
size at which the individual corpora- 
tion can operate most efficiently. 
Some of the mammoth units which 
survived have been pared down to 
much less pretentious proportions ; 
others have reversed the original 
trend, and have started back down 
the road to decentralization. On the 
part of both public and _ business 
there seems a growing realization 
that the successful company in any 
line may be a large company or a 
small one, but that the important 
factor in keeping it in the economic 
picture is the efficiency of ‘its man- 
agement. 


It is not strange to those familiar 
with the business that insurance has 
been extremely slow to come to this 
realization that efficiency is more im- 
portant than mere bigness, for insur- 
ance is traditionally slow to accept 
new ideas. Thus even today the 
financial statements of many insur- 
ance companies are published with 
the dollar-size of the surplus stressed 
above all other elements, and the 
preoccupation of executives with size 
has served as a cue for their produc- 
tion forces. There it is common for 
the large size of the surplus to be 
pointed to as all that is required to 
prove that the company is extremely 
sound. Much less is the furor made 
over efficient management — the skill 
exercised in the selection of the risks 
and lines which are to be under- 
written, the carrying out of the pre- 
vention activities which cut loss ra- 
tios, the approach to investment prob- 
lems. And yet it should be obvious 
that in a business such as insurance, 
which places a premium upon judg- 
ment, management is a factor in- 
finitely more important than mere 
size of surplus. 


This emphasis upon size, for which 
the insurance companies themselves 
must take a large share of the blame, 
has a current legislative reflection in 
the surplus requirements contained 
in the new New York Insurance 
Code now being considered by the 
legislature of that state. Surplus re- 
quirements are increased over those 
now prevailing for virtually all of 
the lines of business which a new 
company wishes to write, and the 
companies already writing these lines 
are to be required to build up their 
surplus funds over a period of years 
until these requirements have been 
met. 

It is the contention of many whose 
experience makes them competent to 
express a considered opinion that 
these surplus requirements are too 
great — especially as regards such 
mutual companies as may be founded 
in New York in the future. Most of 
the companies, mutual and stock, fire 
and casualty, can of course qualify at 
once under the Code’s requirements. 

Merely waving such objections 
aside seems hardly the logical ap- 
proach to a consideration of whether 
the surplus requirements of the pro- 
posed Code are so high as to be un- 
reasonable. More logical seems a 
glance at the record of the companies 
which have failed in New York in 
the past. Was it the large companies 
which failed, or the “medium-sized” 
companies, or the small ones? Was 
the common failure due purely to a 
lack of sufficient surplus — or was it 
faulty management which was re- 
sponsible, with the depleted surplus 
which finally compelled the company’s 
liquidation only the last symptom of a 
situation brought about by the man- 
agement’s underwriting or invest- 
ment mistakes ? 

If the latter be true is it reason- 
able to assume that a surplus of any 
size is large enough to permit the 
indefinite continuation of an insurance 
company whose losses and expenses 
combine to exceed its income by any 
substantial margin? 

An examination of the modern rec- 
ord of the fire insurance companies 
in New York seems to have no real 
lesson in it. The conclusion one must 
reach is that during the middle years 
of the nineteenth century the general 
picture of fire insurance failures was 
not a pleasant one — for either the 
mutual or the stock companies — but 
that during the past generation the 
fire insurance business in New York 
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has achieved a remarkable degree of 
stability which has been rocked by 
very few failures. 

The history of fire insurance in 
America begins, of course, with the 
establishment in 1752 by Benjamin 
Franklin and his associates of the 
Philadelphia Contributionship for In- 
suring Houses Against Loss by Fire; 
it remains the oldest insurance or- 
ganization of any type in the nation. 

The success of the Philadelphia 
Contributionship in meeting this 
pressing economic need of colonial 
America led to the founding of mu- 
tual fire insurance companies through- 
out the eastern states, and there are 
today forty-four of them which are 
more than one hundred years old. 
Eventually stock fire insurance com- 
panies entered the field to become an 
increasingly important factor in the 
business. But so many of the stock 
companies failed in the disastrous 
fires which swept New York City 
from 1835 on that the public soon 
came to lose confidence in stock in- 
surance. As a method of evading 
this public displeasure many mutual 
companies were formed; many of 
them seem to have been mere pro- 
motions, with their mutuality con- 
fined largely to their corporate titles. 
Many of them also failed; the record 
of the 1850’s is white with their 
bones. The pendulum then, naturally, 
swung back toward stock insurance. 
But the revival was short-lived. The 
huge Chicago and Boston conflagra- 
tions of 1871-1872 were heavy blows 
to the stock fire carriers; in New 
York alone twenty-seven of them 
failed in those two years. 

At about that time New York 
took the lead in organizing state in- 
surance supervision upon a national 
scale‘and, no matter how credit for 
the improvement may be distributed, 
it is indisputable that since that time 
the failures among New York fire 
insurance companies — mutual or 
stock — have ‘been relatively few. 
On the mutual side they have been 
almost exclusively among the very 
small companies, with the amounts 
involved in each case only a few 
thousand dollars. The stock com- 
pany failures have involved larger 
amounts, but there have not been 
many of them. 


HE actual record since 1926 is 

probably ample to indicate how 
fire insurance operates under modern 
conditions. 

Five New York mutual fire insur- 
ance companies retired during the 
period. Three of them — the Jewel- 
ers’ Safety Fund Society (1927), the 
Church Insurance Association of the 
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State of New York (1933), and the 
Otsquago Cooperative Fire Insurance 
Company (1933) — paid creditors 
100 per cent. The other two were the 
Auto Dealers Preferred Mutual Fire 
Insurance Company, which dealt only 
with the trade and had a surplus of 
$18,375 when it retired in 1930; and 
the Davenport Cooperative Fire In- 
surance Company, which had premi- 
ums of but $1,645 in the year before 
its 1934 retirement. 


But if it was the very small com- 
panies which found the going diffi- 
cult in the mutual field during this 
unpleasant decade, the stock field 
presented the opposite picture. There 
the one company which ran into real 
trouble was one of the largest fire 
insurance carriers in the world — 
the Globe and Rutgers Fire Insur- 
ance Company, a New York cor- 
poration. 


It had sufficient surplus to qualify 
under any Code that could be de- 
vised, but its management policies 
left something to be desired. In its 
desire to achieve bigness it is the 
common opinion in informed insur- 
ance circles that it became over- 
anxious to insure any risk it could 
secure, with the natural result that 
its class of business grew to be of 
the type which inevitably develops 
high loss ratios. Coupled with this 
emphasis upon premium volume the 
company attempted to take advan- 
tage — to a greater extent than 
almost any other carrier — of the 
opportunities for speculative profits 
in the booming securities markets of 
the late 1920's. 

The result was that, when the 
securities markets began their long 
slide downward in 1929, the Globe 
and Rutgers sustained heavy losses 
in its investment operations. At- 
tempts to offset these losses and to 
secure ready cash, by seeking greater 
and greater premium volume, evi- 
dently only accelerated the decline in 
the company’s surplus; finally, on 
March 24, 1933, the Supreme Court 
of New York was forced to order 
its taking over for rehabilitation. 
Through a substantial financial re- 
organization, which involved the sale 
of considerable preferred stock to the 
Reconstruction Finance Corporation, 
the company was able to remain in 
business upon a scale somewhat lower 
than in its heyday. 

If the modern fire insurance rec- 
ord in New York has a lesson to 
teach it seems to be: that extremely 
small companies sometimes fail, but 
without substantial loss to their cred- 
itors ; that the largest companies may 
trip over their own feet when — for 
sound underwriting and investment 
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policies — they substitute a policy 
of seeking bad risks which will yield 
a large premium volume that permits 
the company to engage heavily in the 
non-insurance activity of stock mar- 
ket speculation. 


In the casualty field the modern 
New York record seems to have sev- 
eral lessons to teach, for of thirty- 
eight stock casualty insurance com- 
panies which have been organized in 
New York seventeen have failed. Of 
thirty mutual casualty insurance com- 
panies which have been organized in 
New York sixteen have failed. Again 
the years since 1926 seem ample to 
furnish a representative picture. 


During this period seven mutual 
casualty companies were liquidated, 
the latest — 1938 — being the Cha- 
tauqua Cooperative Live Stock In- 
surance Company, a very small live- 
stock assessment company which has 
no connection with the general casu- 
alty insurance situation. 


The others, with the year in which 
they were taken over for liquidation 
and the amount of surplus at the 
end of the previous year’s business, 
were: 

1937 — Auto Mutual Indemnity 
Company, $113,967 ; 1933 — Hamil- 
ton Mutual Auto Casualty Corpora- 
tion, $165,201 ; 1932 — Independent 
Mutual Casualty Company, $71,659 ; 
1931 — Jefferson Auto Mutual Cas- 
ualty Insurance Corporation, $102,- 
101; 1931 — Union Mutual Casu- 
alty Insurance Corporation, $105,- 
582; 1927 — Lincoln Auto Mutual 
Casualty Corporation, $43,455. 


In addition to these failures there 
were several other retirements of 
mutual casualty companies in New 
York during the period. In 1932 the 
Schagticoke Society for Apprehend- 
ing Horse Thieves arld Robbers, a 
small assessment company which 
qualified as a livestock insurance car- 
rier, voluntarily liquidated upon the 
occasion of its hundredth anniversary 
— upon the theory that the horse 
thief’s disappearance as a factor in 
our national economy gives promise 
of being a permanent thing. Three 
companies writing workmen’s com- 
pensation and general liability rein- 
sured or merged with the Utica Mu- 
tual Insurance Company — the Allied 
Mutuals Liability Insurance Com- 
pany, the Empire State Mutual In- 
surance Company, and the Employ- 
ers Mutual Insurance Company of 
New York — without loss to any 
policyholder or claimant. In 1932- 


1933 two of the so-called taxpayers’ 
mutuals specializing in owners, land- 
lords, and tenants liability coverages 
— the Brooklyn Taxpayers’ Mutual 
Insurance Company, and the Wil- 





liamsburgh Taxpayers’ Mutual Casu- 
alty Insurance Company, both small 
—amerged with the Consolidated Tax- 
payers Mutual Insurance Company. 
The only foreign mutual doing busi- 
ness in New York which retired dur- 
ing the period was the Twin Mutual 
Liability Insurance Company of Bos- 
ton, which reinsured in 1931 with 
the American Motorists Insurance 
Company of Chicago. 

The reader is at once struck by 
the fact that all of the mutual casu- 
alty failures, with the exception of 
the livestock assessment company, 
were those of so-called “taxicab com- 
panies” which furnish the compulsory 
statutory insurance upon public mo- 
tor vehicles. Was the small amount 
of organization surplus the factor re- 
sponsible for the failure of these 
companies ? 

As long ago as 1925 Superintend- 
ent of Insurance James A. Beha had 
this comment to make concerning 
“taxicab companies” in his annual 
departmental report : 


“Many of the companies which 
have failed adopted rates which could 
not possibly meet the pure cost of 
the insurance, to say nothing of the 
impossibility of distributing divi- 
dends.” 

His 1926 report stated: 

“The insurance of public motor 
vehicles was made compulsory in 
1922 by an amendment to the High- 
way Law. At that time there was 
little available information as to the 
taxicab hazard upon which rates 
could be based. The stock companies 
adopted rates which were so high as 
to make them economically prohibi- 
tive for the taxicab owners to pay. 
Consequently a number of mutual 
corporations were organized to write 
this class of business. Unfortunately, 
these companies were promoted and 
managed by men of practically no 
experience in this highly specialized 
field, to which, in a measure, may be 
attributed the failures which have oc- 
curred. The business itself has proven 
extremely hazardous and the taxicab 
owners and operators have not sensed 
their responsibility to the insurance 
companies and have failed to co- 
operate with the companies in the 
matter of accidents and adjustment 
of claims. Their lack of responsi- 
bility has made the successful oper- 
ation of these companies extremely 
difficult, and unless the taxicab in- 
dustry assumes a different attitude 
toward the insurance companies some 
drastic action will be necessary to 
stabilize the business.” 

Admittedly the mutual companies 
specializing in taxicab insurance pre- 
sent something of a problem, and the 





























fact that against the officers of sev- 
eral of the listed failures the Super- 
intendent of Insurance recommended 
actions for misfeasance indicates that 
inadequate rate structures may be 
only one item in their lack of success. 
But against their background it is 
notable that the New York companies 
writing workmen’s compensation, au- 
tomobile, and various other liability 
lines came through the period with- 
out difficulty. The surpluses of some 
of these domestic mutual casualty car- 
riers may not be large enough to 
meet the suggested Code’s minimum 
requirements, but the fact remains 
that by the test of time they have 
proved that they are able to carry 
on the business successfully. They 
do not fail. 


T is interesting to note that many 

of the New York mutual carriers 
of medium size are not, like the taxi- 
cab companies, carriers which con- 
centrate upon a single line. Typically 
they write a wide variety of lines, but 
predominantly in a single industry ; 
that was the purpose for which they 
were organized, often by the leaders 
of that industry themselves. A few 
examples are: 

Utilities Mutual Insurance Com- 
pany, Utilities; Bakers Mutual In- 
surance Company of New York, Bak- 
eries; Lumber Mutual Casualty In- 
surance Company of New York, 
Lumber; New York Printers & 
Bookbinders Mutual Insurance Com- 
pany, Printing Trades ; Butchers Mu- 
tual Casualty Company of New York, 
3utchers; Coal Merchants Mutual 
Insurance Company of New York, 
Coal Dealers; Mutual Casualty In- 
surance Company, Ice Dealers. 


Under the conditions sought in the 
new Code new companies attempting 
to proceed on this plan of concen- 
trating on all the needs of a single 
industry would be required to fur- 
nish a large surplus, despite the fact 
that these companies have all been 
successful in building up their sur- 
pluses of today from very small be- 
ginnings. 

The Lumber Mutual Casualty In- 
surance Company of New York, for 
instance, had at the end of 1938 a 
policyholders’ surplus of $807,531; 
contrast that with its first year-end 
balance sheet of December 31, 1914: 


ASSETS 
On et, eT $16,861.75 
Prem. in collection..................... 1,253.72 
Deposit (Comp. Com.)........ : 125.34 
Mutual Reins. Dep. Fund........ 1,267.73 


$19,503.54 
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LIABILITIES 

Special loss reserve................-- $ 1,440.84 
Unearned premium reserve.... 14,106.96 
Accruals (salaries, etc.)............ 1,512.40 
Est. accrued taxes............. ees 99.61 
PRC EMIS og cs csctscecenctncecins 14.56 
EE Ng | Oe $17,374.37 
Special Conting. Surplus...... 1,261.78 
General Surplus. ................. 867.39 
$19,503.54 


The New York Printers and Book- 
binders Mutual Insurance Company 
had, at the end of 1938, a policyhold- 
ers’ surplus of $506,005; its first 
balance sheet, as of December 31, 
1914, again furnishes a striking ex- 
ample of the gradual growth of a 
well-managed mutual company con- 
centrating upon the lines in a single 
industry : 


ASSETS 

iN oS on Be eae $34,879.15 
Prem. in collection................:... 10,187.38 
Deposit (Comp. Com.)............ 1,500.00 
Mutual Reins. Dep. l'und........ 3,308.61 

$49,875.14 

LIABILITIES 

Spec. liab. loss reserve............ $ 1,016.48 
Spec. comp. loss reserve........ 11,257.16 


Unearned premium reserve.... 31,456.68 


LEAST ALIES stn $43,730.32 
Spec. Conting. Surplus........ 4,097.41 
General Surplus .................... 2,047.41 

$49,875.14 


Others could be cited, but the two 
random examples given above are 
fairly typical. The thought which at 
once presents itself is that, should 
similar industrial groups wish to form 
their own mutual insurance com- 
panies under the new Code, they 
would be forced to furnish a surplus 
many times greater than these com- 
panies did, in the beginning. And 
yet most of the New York mutuals 
of this type are outstanding examples 
of successful casualty insurance oper- 
ation, and of the conservative applica- 
tion of the mutual principle to this 
field. 

The record of stock casualty com- 
pany failures in New York presents 
one point of similarity with the mu- 
tual failures — managements which 
seemed unable to make income equal 
outgo. But the record presents a 
much different general picture. Four- 
teen of the seventeen New York 
stock casualty companies which have 
failed, or which have merged with 
companies which failed shortly there- 
after, have failed since 1926. In most 
of the cases the surpluses of the com- 
panies were ample to qualify under 
any restrictions likely to be set up in 
any Code that would be at all prac- 
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ticable, and this factor cannot there- 
fore be blamed. 


It is a record too involved for 
analysis here, but its highlights can 
be filled in. 


Lloyds Insurance Company of 
America failed in 1933, after having 
absorbed by merger or reinsurance 
Lloyds Casualty Company, the North- 
eastern Surety Company, the Frank- 
lin Surety Company, the Detroit 
Fidelity and Surety Company, and 
the Constitution Indemnity Company. 
It also controlled the General In- 
demnity Corporation of America, 
which merged with the General Cas- 
ualty and Surety Company of Detroit, 
before failing in 1933. Reasons given 
included substantial underwriting and 
investment losses, and loss of pre- 
mium volume due to loss of agents 
in mergers. 

The Consolidated Indemnity and 
Insurance Company was placed in 
liquidation in 1934, after having ab- 
sorbed the Transportation Indemnity 
Company of New York and the 
Guardian Casualty Company. It had 
been involved financially in the fail- 
ure of the Bank of the United States. 

The Concord Casualty and Surety 
Company, one of the smaller stock 
failures, was taken over for liquida- 
tion by the New York Insurance De- 
partment in 1934. It had sustained 
underwriting losses. 

Two companies specializing in the 
writing of bail bonds — the Lexing- 
ton Surety and Indemnity Company, 
and the Greater City Surety and In- 
demnity Corporation—failed in 1933. 
Both had sustained heavy underwrit- 
ing losses, and Superintendent of In- 
surance Van Schaick filed suit for 
$500,000 against the Lexington’s 
management, alleging that it had al- 
lowed the funds and assets of the 
company to be “spent, stolen, wasted, 
and dissipated”’. 

The New York Indemnity Com- 
pany, taken ovet for liquidation in 
the same year, had previously rein- 
sured the business of the Northwest- 
ern Casualty and Surety Company of 
Wisconsin. The company was then 
consolidated with the Union Indemn- 
ity Company of New Orleans, which 
failed in 1933. Heavy underwriting 
losses were given as the factor re- 
sponsible. 

The Southern Surety Company of 
New York, taken over for liquidation 
in 1932, suffered underwriting losses 
and was involved in the financial dif- 
ficulties of the Rogers Caldwell inter- 
ests in the south. The Southern was 
closely affiliated with the Home In- 
surance Company, which took over 
some of its more desirable business 
when it failed. 
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The Equitable Casualty and Surety 
Company, taken over for liquida- 
tion in 1931, sustained underwriting 
losses. Superintendent of Insurance 
Van Schaick sought judgments of 
some $4,000,000 against five of its 
officers, charging misfeasance and 
malfeasance. One of the protested 
acts was the effort to aid the Capital 
City Surety Company, which failed 
despite these efforts, in 1930. 

The National Surety Company 
was taken over for rehabilitation by 
the New York Insurance Depart- 
ment in 1933, and its better business 
was taken over by a smaller company 
formed under the title of the Na- 
tional Surety Corporation. It had 
suffered heavy losses under mort- 
gage guaranty and depository bonds 
in banks which did not reopen after 
the bank moratorium. 


Hie only conclusion which it 

seems possible to draw from a 
study of the failures of stock casu- 
alty insurers in New York during 
the past decade is that size is, of 
itself, no guarantee of successful 
operation. Where management lacks 
the ability to underwrite business at 
a profit, and to conserve investment 
funds, the presence of a large amount 
of capital and surplus has not saved 
companies from failure. It has been 
contended, indeed, that the holding 
of such large funds may tend to make 
underwriting judgment less conserva- 
tive than it would be were surplus 
smaller in amount. It is noticeable 
that most of the failed companies 
showed heavy underwriting losses 
over a period of years. 

In glancing over the record of fire 
and casualty insurance in New York 
it has been noted that the fire insur- 
ance business has achieved a state of 
comparative stability. Outside of a 
few small cooperative retirements 
there have in recent years been no 
losses in the state due to the failure 
of mutual fire insurance companies. 
The nine foreign mutual fire insur- 
ance companies licensed in the state 
which retired from business all re- 
tired by way of reinsurance and 
merger with no loss to policyholders 
or claimants then or subsequently. 
Similarly, apart from the difficulties 
in which the huge Globe and Rutgers 
permitted itself to become entangled, 
the New York record of the stock 
fire companies is good. 


In the casualty field three general- 
writing mutuals retired by merger 
without loss to policyholders or claim- 
ants; two taxpayers’ mutuals merged 
with a third; two small livestock car- 
riers retired; and one foreign mutual 
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retired through reinsurance. Six taxi- 
cab mutuals failed. 


Since 1926 fourteen stock casualty 
companies, some of them large gen- 
eral carriers, have failed in New 
York, and the loss to policyholders 
and claimants has been large, as dis- 
tinguished from the mutual record 
of full protection in every case save 
those of the taxicab companies. Con- 
cerning these stock company losses 
William Leslie, general manager of 
the National Bureau of Casualty and 
Surety Underwriters, testified before 
a legislative committee at the 1935 
session : 

“According to our information, 
owing to the failure of certain stock 
companies writing compensation in- 
surance in New York state, there are 
at the present time some 1,621 claims 
involving a total amount of approxi- 
mately $2,600,000 that are unpaid, 
and that are likely, some of them, to 
remain unpaid. 


“We find that in the Liquidation 
Department, the Liquidation Division 
of the Insurance Department, they 
have funds which are available to 
take care of about 452 of these 
claims, which would leave something 
less than 1,200 claims, involving a 
net amount of about $1,727,000 where 
the claimants will be unable to get 
their compensation.” 


All in all — when the record 
shows that companies with large sur- 
pluses sometimes fail and leave their 
policyholders and claimants holding 
the bag, and that small or medium- 
sized mutuals apart from the taxicab 
class have a record of meeting every 
obligation during one of the most 
difficult financial periods in our his- 
tory — it would seem that size of 
surplus has little bearing upon insur- 
ance company succesS. Perhaps it 
would be better to attempt to devise 
some test for management. 








[Private Carriers Can Write 


W.C. Coverage in Ohio 


A FOREIGN CASUALTY INSURANCE 
COMPANY LICENSED TO DO BUSINESS 
in Ohio may issue in the state a valid 
contract of insurance to cover claims 
on account of accidents occurring to 
employees of the assured while em- 
ployed in connection with the owner- 
ship, maintenance or use of premises 
described in the policy, provided the 
company is authorized by its articles 
of incorporation to issue such a pol- 
icy and provided such policy contains 
a provision that it shall not be in 
force if the assured shall have in serv- 
ice three or more workmen or opera- 
tives regularly employed in the same 
business or in or about the same es- 


tablishment. Thus is the official pro- 
nouncement made by the Honorable 
Thomas J. Herbert, Attorney Gen- 
eral of Ohio, to the Honorable John 
A. Lloyd, Superintendent of Insur- 
ance of Ohio, in a communication 
captioned Opinion No. 467 and dated 
April 25, 1939. 

Analyzing the section of the Ohio 
General Code by the terms of which 
workmen’s compensation and occu- 
pational disease insurance in Ohio is 
made a monopolistic state fund prop- 
osition in the light of the definitions 
section of the chapter of which it is 
a part, the Attorney General found 
that the only “workmen” within the 
operation of that section are those 
working for an employer “employing 
three or more workmen or operatives 
regularly in the same business, or in 
or about the same establishment un- 
der any contract of hire, express or 
implied, oral or written, including 
aliens and minors, but not including 
any persons whose employment is 
but casual and not in the usual 
course of trade, business, profession 
or occupation of his employer. * * *” 
This delimiting definition leaves open 
to authorized private insurers quali- 
fied to write this kind of insurance a 
restricted field of writing coverage 
for employers not employing three 
or more workmen or operatives regu- 
larly in the same business, or in or 
about the same establishment. 

One incidental question raised by 
the query that educed this opinion 
was settled to the effect that a pro- 
viso in such a policy issued by a pri- 
vate carrier could not be worded so 
that the policy would not be in force 
“if the assured shall have in his serv- 
ice in the State of Ohio three or more 
workmen or operatives, etc.” In cer- 
tain instances employment performed 
outside the state is as effective as 
employment performed within the 
state to make the Ohio monopolistic 
state fund law applicable to an em- 
ployer and his employees. In no case 
where the monopolistic state fund 
law is controlling can private carrier 
policies be anything except ‘“‘abso- 
lutely void and of no effect”. 

ee @ ®@ 


New Fire Marshal 


JOHN STROHM OF CLINTON, IOWA, 
HAS BEEN APPOINTED STATE FIRE 
marshal of Iowa, succeeding J. Vin- 
cent Pyle. Mr. Strohm was fire mar- 
shal prior to Pyle’s appointment by 
former Governor Herring. The fire 
marshal’s office formerly was under 
the direct supervision of the gover- 
nor but was transferred to the new 
public safety department by the leg- 
islature. 
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- Stock Fire Companies 
Overcapitalized, Is Claimed 


A STRONG HINT THAT MORE THAN 
A FEW OF THE DIFFICULTIES WITH 
which the stock fire insurance com- 
panies profess currently to be af- 
flicted are due to overcapitalization 
is given in an article from the pen of 
William S. Crawford, veteran insur- 
ance editor of the New York Journal 
of Commerce, which recently ap- 
peared in that publication. 


“er 


Che future of the fire insurance 
business is causing much concern to 
those who have a large interest in it, 
whether they be company men, brok- 
ers, or agents’, the article stated. 
“Fire insurance business of stock 
companies has been shrinking in vol- 
ume almost continuously for ten 
years. The accessory lines are not 
growing fast enough to overcome this 
shrinkage. The outlook is not en- 
couraging. 

“According to the Argus Chart, 
the entire premium income of the 
stock companies in 1938 was $774,- 
635,401, a decrease of more than 
$47,000,000 from that of 1937. Part 
of this was due to the business reces- 
sion and must be considered as tem- 
porary. The fire premium income, 
which still constitutes about 59% of 
the total, according to some of the 
best observers among company ex- 
ecutives, is likely to decrease still 
further.” 

The article quotes indirectly sev- 
eral executives who have given the 
problems of the fire insurance busi- 
ness considerable thought. 


One stated that there is too much 
capital invested in the business for 
the volume of premiums available, 
and gave it as his opinion that there 
are too many companies, too many 
agents, and too much cost of servic- 
ing. He asserted that if the com- 
panies of his group were to take up 
many of the small agencies and let 
the fieldmen who are supervising 
them give more time to real produc- 
ers, they would reduce expense with 
little loss of income. If other com- 
panies were to adopt the same field 
policy, his opinion was, many agents 
who are now small producers for a 
number of companies would do a fair 
volume of business for one or two, 
and while none of the companies 
would lose materially in volume, all 
would save in expense. This opinion 
was concurred in by another execu- 


tive who was interviewed on the 
subject. 
“The stock fire companies now 


have about $1,460,000,000 in policy- 
holders’ surplus”, the Journal of 
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Commerce article stated. “In other 
words their stockholders have that 
amount of their funds invested in 
these companies. The premium in- 
come of all classes received in 1938 
was slightly more than half that sum. 
This means that the companies at the 
present time are trying to earn a 
profit on a dollar of stockholders’ 
funds out of what they can make on 
54 cents in premiums. 

“The companies do pay good divi- 
dends on the par value of their capi- 
tal stock, but that represents only a 
very small return to stockholders on 
the present value of their holdings. 
At present low interest rates invest- 
ment returns are not what they used 
to be, and the underwriting profits 
which can be made on a limited vol- 
ume of premiums under normal con- 
ditions do not amount to any large 
percentage of the capital invested.” 


Would Banish Silicosis 


IT IS CLAIMED THAT A PATENT RE- 


CENTLY ISSUED TO JAMES J. DENNY 
and Wilmot D. Robson of Schu- 
macher, Ontario, research workers 


of a large Canadian mine, may banish 
silicosis. This would be accomplished, 
the inventors assert, by the inhala- 
tion into the lungs by those who work 
in atmospheres of silica dust of a 
finely atomized aluminum. 

According to the discoverers of the 
treatment aluminum powder neu- 
tralizes the silicosis producing prop- 
erties of silica. As a result of ex- 
periments they explained, it has been 
“proven that when fine particles of 
silicious materials are brought ‘in 
contact with alkaline fluid a chemical 
change in the silica particles take 
place. The fluid in the lungs of 
humans being alkaline, the inhalation 
of such silicious particles results in a 
chemical change in lung cells which 
produces a toxic condition causing 
the death of tissue cells and the pro- 
duction of fibrous (scar) tissue, re- 
sulting in a fibrosis of lung struc- 
ture.” 

It is said that the chemical reac- 
tion which results in toxic acids that 
destroy lung cells is checked by the 
inhaling of aluminum powder in small 
amounts of one per cent. 

Air circulating fans would be used 
in disseminating the aluminum dust 
in factories. In mines, when blasting 
rock, cartridges of the pulverized 
aluminum would be exploded at the 
same time as the rock shattering ex- 
plosive, so that the aluminum would 
be disseminated in the rock dust 
raised, 


May, 1939—23 


N.F.P.A. Holds Annual 
Meeting in Chicago 


REPRESENTATIVES OF EVERY SEC- 
TION OF THE UNITED STATES AND 
Canada assembled in Chicago on May 
8 for the forty-third annual meeting 
of the National Fire Protection Asso- 
ciation, and for four days joined se- 
lect committees and individual experts 
in the discussion of virtually every as- 
pect of scientific fire prevention activ- 
ity. 

Reports upon the work of the As- 
sociation during the past year, and 
plans for the coming year, were pre- 
sented at the several general meetings 
held. More technical treatments of 
specialized subjects featured the vari- 
ous group meetings. 

One of the more interesting of these 
was that of the fire marshal’s section. 
Subjects included in its program were 
the common mistakes made by arson 
investigators, fire prevention inspec- 
tions, experience with adjusters, and 
the use of the W.P.A. in fire preven- 
tion projects. 

Outstanding feature of the Fire 
Waste Forum sponsored by _ the 
Chamber of Commerce Safety Coun- 
cil section, was the address upon new 
developments in the fire problems of 
American cities, and the outlook for 
1939, delivered by the N.F.P.A.’s 
executive secretary, Percy M. Bugbee. 

The Inspectors’ Forum, which was 
particularly well attended by insur- 
ance representatives present at the 
meeting, held round table conferences 
upon inspection of air-conditioning 
installation and maintenance of sys- 
tems, inspection for maintenance of 
electrical equipment, and inspection 
of schools, theatres and public build- 
ings for life safety from fire. 

Among committees which reported 
the results of their studies of special 
problems were: Municipal Fire Ap- 
paratus, Farm Fire Protection, lire 
Record, City Planning and Zoning, 
Fire Prevention and Cleanup Cam- 
paign, Trailers and Trailer Camps, 
Forest Fires, Fireworks, Electricity, 
Lightning Protection, Combustible 
Fibers, Hazardous Chemicals and Ex- 
plosives, Flammable Liquids, Gases, 
Fumigation Hazards, Dust Explosion 
Hazards, Spontaneous Heating and 
Ignition, Fireproofing and Preserva- 
tive Treatments, Automatic Sprink- 
lers, Manufacturing Hazards, Safety 
to Life and Truck Transportation, 

Fire Marshals Budgets, Motor Craft, 
Signaling Systems and Thermostats, 
Static Electricity, Model Electrical 
Law, Fire Pumps, Blower Systems, 
Field Practice. 
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Mutual vs. Stock Insurance 
(Continued from page 14) 


are other stock agents who lack the 
ability or the inclination to give such 
service. There are companies whose 
loss adjusters wish to construe the 
contract strictly against the policy- 
holder, and who lose no opportunity 
to limit their liability, or to deny that 
there is coverage under the policy, 
because some non-essential provision 
has been violated. Others are fair- 
ness itself. 


The service furnished by the same 
company may even differ radically in 
different sections of the country — 
due to differences in agents, man- 
agers, and adjusting personnel. 

The truth is that the term “serv- 
ice” has become one of the most 
abused words of our time, and its 
exact meaning in any given case 
should be subjected to the most crit- 
ical scrutiny. Some agents consider 
the mere act of calling upon a pros- 
pect and soliciting his insurance busi- 
ness the rendering of a tremendous 
service to him; it saves the prospect 
the necessity of seeking out the agent 
and visiting his office. Another agent 
may consider that he is rendering 
service by threatening to place polit- 
ical or business pressure upon an in- 
surance buyer — this is a very com- 
mon type of service in soliciting the 
insurance of public corporations. Still 
another type of service which is re- 
garded as the ultimate in putting one- 
self out for the policyholder is the 
correct filling in of his policy. 

Taken all in all the credit which 
many insurance agents take for ren- 
dering service seems a rather amaz- 
ing thing to the average policyholder. 
In most other lines of business a sales- 
man who was paid as much commis- 
sion as an insurance agent would con- 
sider the task of calling upon the 
prospect, getting the order straight, 
and seeing that the customer was 
fairly treated as the merest routine. 
He would be the last to expect any 
pats on the back for simply doing 
his job. 

The most convincing indication of 
the satisfaction of mutual policyhold- 
ers with the service rendered and 
the treatment accorded them by their 
own companies is to be found in the 
tremendously high percentage of re- 
newals. About all the advice that can 
be given upon this subject is to coun- 
sel the insurance buyer to inquire of 
other policyholders of the company 
in which he contemplates placing his 
coverage whether they have received 
satisfactory service. If they have, it 
is logical to assume that the company 
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will continue to render such service ; 
if they have not, then further inquiry 
as to the reasons for the failure ob- 
viously should be made. 


What is the net cost of the insur- 
ance? 

This factor, being simply a matter 
of dollars and cents, is the most easily 
determinable of all of the factors 
which have been under discussion. 
And, although there is no denying its 
weight, it is not the all-important one 
that some salesmen would have it 
made. Mutual representatives are in- 
structed to sell coverage upon the 
basis of the strength, loss-paying abil- 
ity, and service and policies of their 
companies, and to stress the fact that 
the savings returned to policyholders 
are merely an additional advantage. 

It should be remembered that the 
mutual companies do not in any sense 
make a rebate of part of the pre- 
mium, but that the savings returned 
represent the actual lower cost of 
mutual insurance. The source of this 
saving may be seen by analyzing the 
loss and expense ratios of mutual and 
stock companies. The Spectator Fire 
Insurance Yearbook analyzing 1937 
business shows that the combined 
loss ratios of 330 stock fire com- 
panies — on the basis of losses paid 
to premiums received—was 41.68% ; 
that of 147 advance premium mutual 
fire companies — not including the 
Associated Factory Mutuals, which 
operate on a different basis — was 
only 35.87%. The underwriting ex- 
pense of the same stock companies 
was 48.66% ; that of the same mutu- 
als was 34.52%. The mutuals needed, 
therefore, but 70.39 cents out of every 
dollar of premiums collected to pay 
their losses and expenses, and had an 
underwriting gain of 29.61 cents with 
which to make contributions to sur- 
plus and to return as savings to their 
policyholders. This underwriting re- 
sult permitted the mutual companies 
to cover easily their savings pay- 
ments without any drain upon their 
surpluses. 


The explanation of why the mutual 
companies are able to return such 
savings to their policyholders should 
not stop with the consideration of 
data upon their loss and expense ra- 
tios. Most prospective policyhold- 
ers of intelligence are interested in 
learning why the costs of the mutual 
companies are lower than those of 
companies of other types. 

A major reason is the stress which 
mutual companies have for many 
years placed upon loss prevention 
activities ; this has borne fruit in the 
form of uniformly lower loss ratios. 


Mutual companies attempt to make 
membership in their organizations 
something of a privilege by attempt- 
ing to insure the higher type of risks 
and by excluding as policyholders 
those who, either through careless- 
ness or dishonesty, would seem likely 
to gain by having losses during the 
terms of their policies. The mutual 
companies have been signally suc- 
cessful in securing cooperation in 
preventive activities from their poli- 
cyholders; the so-called “class” mu- 
tuals, for instance, have been able 
to operate successfully in classifica- 
tions which the stock companies at 
one time found so hazardous that 
rates became almost prohibitive. Be- 
cause of its nature, mutual insurance 
attracts and retains risks of higher 
quality; such risks do not feel that 
they should be penalized by paying 
rates that are needed to secure the 
funds for meeting losses on low-type 
risks such as many non-mutual com- 
panies insure. 

When considering expenses it is 
not as easy to put one’s finger on the 
cause of the definite saving made by 
a mutual company. The mutual theory 
of insurance calls for keeping ex- 
penses as low as is consistent with 
efficient operation, and this results 
in a general trend toward conserva- 
tive administration cost and the cost 
of the acquisition of business that 
has the inevitable general effect of 
keeping expenses at a lower level 
than would otherwise be the case. 
Each type of expense is slightly 
lower. . 

It should be obvious, therefore, 
that the savings paid to the policy- 
holder by the mutual company are in 
no sense a form of cut rate; they are 
an actual return to the policyholder 
of that portion of the premium paid 


losses and expenses incurred in car- 
rying on the business, the setting up 
of the reserves required by law, and 
the necessary contributions toward 
the surplus which must be built up 
to meet possible exceptionally heavy 
losses in the future. And all fantastic 
objections to the contrary, it is only 
common sense that this money should 
be returned to the policyholder; the 
purpose of any insurance company is 
simply to provide through the con- 
tributions of the many a fund to 
meet the losses of the few. There is 
no justification, economic or other- 
wise, for making the transaction any 
more expensive than necessary. 


While speaking of the mutual sav- 
ings it is well to point out that these 
lower costs provide an extra margin 
of safety against conflagration losses. 
In the ordinary course of events the 
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saving is returned to the policyholder 
—imost major companies have never 
failed to pay the annual saving — but 
the unneeded funds would be avail- 
able for the payment of unexpected 
losses if a great conflagration should 
strike. 

At the beginning of this study there 
were set out these four vital ques- 
tions to which the prospective insur- 
ance buyer should demand answers: 
What does the insurance company 
contract to do? Has the insurance 
company the ability to perform its 
part of the contract? What is the 
company’s general reputation, both 
for rendering the service required 
under the policy and in allied ways, 
and for treatment of its policyhold- 
ers? What is the net cost of the 
insurance ? 

The indicated answers are: 

1. The basic insurance con- 
tracts of mutual companies 
and stock companies are iden- 
tical, and the efficiency with 
which they are filled in or 
modified depends upon the 
individual insurance company 
representative; whether he 
represents a mutual company 
or a stock company has little 
bearing upon his ability. 

2. Almost every major in- 
surance company — mutual 
or stock — is indubitably able 
to carry out its contract to in- 
demnify the policyholder in 
case of loss, on the evidence of 
the company’s balance sheet; 
the loss and expense ratios of 
stock companies are stable at 
a high level, and those of mu- 
tual companies at a lower 
level; the investment policies 
of most stock companies make 
investment gains heavy when 
the securities markets are 
booming and losses heavy 
when the securities markets 
are not, while the more con- 
servative investment policies 
of the mutual companies make 
their gains and losses on in- 
vestments small but stable. 

3. The service rendered de- 
pends upon the individual 
company — mutual or stock 
— and this factor may be 
checked easily by investiga- 
tion. 

4. The net cost of mutual 
insurance is lower — both be- 
cause the basic mutual princi- 
ple of conservative underwrit- 

ing and careful inspection 
keeps losses lower than those 
of the stock companies, and 
because expenses are kept at 
the lowest level consistent with 
efficient operation. 
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Given two sound competing com- 
panies, the elements of contract, price, 
and service demand attention. There 
need be no mystery about insurance, 
and any prospective policyholder is 
competent to make a fair comparison 
and to draw accurate conclusions 
from it. When he follows such a 
procedure, his final decision is feared 
by no major mutual insurance com- 
pany. 








Standard Auto Liability 
Policies Revised 


INSURED MOTORISTS INVOLVED IN 
ACCIDENTS DURING 1939 WILL FIND 
that their liability policies afford them 
wider coverage than in the past, as 
a result of changes in the standard 
provisions recently agreed upon after 
several years of study by a commit- 
tee representing the major casualty 
insurance companies. 

The American Mutual Alliance on 
May 15 advised its membership — 
which includes most of the leading 
mutual casualty insurers — to adopt 
by Oct. 1, 1939, standard automobile 
liability insurance policies which dif- 
fer in many respects from the orig- 
inal standard policies adopted in 1935. 
The National Bureau of Casualty and 
Surety Underwriters is advising the 
stock casualty insurance companies 
comprising its membership to adopt 
the same policies. 

Despite the decrease in the cost of 
automobile insurance which is being 
effected by current widespread rate 
reductions, the coverage is being 
broadened in the following directions : 

Policies now cover automobiles 
anywhere in the United States, its 
possessions, Canada, Newfoundland, 
and on ships between points in these 
territories. 


Automobiles insured as being for 
business use may now be employed 
for occasional personal, pleasure, or 
family use, and for occasional use in 
business other than the business 
named in the policy. Previously use 
other than in the business named in 
the policy violated the terms of the 
insurance contract. 


It is now necessary to make a 
charge for carrying passengers to 
void the policy; formerly the term 
“consideration” was used, and the 
courts sometimes held that “consid- 
eration” covers a much wider field 
than was contemplated by the insur- 
ance carriers. 

The question of which insurance 
policy is to be called upon to pay 
first, when there are two or more 
policies in force, is clarified; this 
situation arises when excess cover- 
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ages such as “Non-Ownership” and 
“Drive Other Car’ policies are 
carried on an already insured auto- 
mobile. 

The conditions under which insur- 
ance automatically goes into force on 
newly-acquired automobiles are clari- 
fied. 

Insurance coverage remains in 
force upon automobiles which are 
rented or leased. 

Trailers, other than trailer homes 
— while used exclusively for per- 
sonal, pleasure, or family purposes 
are covered under the new policy, 
provided they are used in connection 
with a private passenger automobile 
described in the policy. 

Action may be brought against the 
company under the new policy at any 
time within the statute of limitations, 
rather than during the present limited 
period of two years and one day. 











Arson Control 
(Continued from page 6) 
under which a maximum number of con- 
victions of the guilty may be secured. 

It is, of course, impossible to state the 
amount of incendiarism and loss of life 
and property which occurs each year in 
the United States. Various authorities 
have estimated at particular times that 
from 10% to even as much as 50% of 
the fire losses have been due to incen- 
diarism. The lives of about ten thousand 
persons are snuffed out each year by fire. 
It is not known just how many of these 
unfortunate individuals have lost their 
lives through fires purposely set. 

The Federal Bureau of Investigation 
of the United States Department of 
Justice reported that in 1936, according 
to the fingerprint records received at 
that Bureau, there were 821 persons 
arrested for the crime of arson. This 
number does not include all of the in- 
dividuals sent to state hospitals or cases 
where the offenders were juvenile de- 
linquents. 


Arson is recognized as a crime very 
difficult to detect. For this reason the 
investigators assigned to such work need 
a particularly wide range of qualifications. 
They should, of course, have an under- 
standing of the essentials of fire protec- 
tion engineering so as to recognize the 
factors responsible for the starting and 
spreading of fires. Because their work is 
directly in the field of crime they should 
understand the methods of discovering 
and analyzing clues, and of interrogating 
suspects. An understanding of the weight 
of evidence and conduct of cases in court 
is another valuable attribute. Although 
there are few individuals who possess 
all of these requirements, every effort 
should be made to retain investigators 
having the most satisfactory combination. 

Suspicious fires should be investigated 
immediately. A slight delay may mean 
that valuable physical evidence will be 
destroyed or important witnesses will not 
be available or will have disappeared. A 
number of local communities have estab- 
lished their own arson investigation de- 
partment, and such ventures have invari- 
ably been so successful that they have 
been placed on a permanent basis. 
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L. G. Purmort, Van Wert, Ohio, president of the Federation of Mutual Fire Insurance 

Companies (right) is here pictured presenting the Grand Award for Fire Waste Pre- 

vention; the plaque for 1938 went to Memphis, Tennessee. Left to right are Clifford 

Davis, vice-mayor and chairman of public safety, Memphis; Representative Walter 

Chandler of Tennessee; W. H. Jasspon, president of the Memphis Chamber of Com- 
merce; and Mr. Purmort. 


U. S. CHAMBER OF COMMERCE 
HOLDS INSURANCE ROUND TABLE 


NSURANCE interest in the twen- 

ty-seventh annual meeting of the 
United States Chamber of Commerce, 
held at Washington May 1-4, cen- 
tered about the round-table discussion 
on “The Contribution of Insurance to 
Recovery,” and in the presentation of 
awards in the Chamber’s annual Fire 
Waste Contest and City and Rural 
Health Conservation Contest. 


The session at which presentation 
of awards was made was presided 
over by James S. Kemper, president 
of the Lumbermens Mutual Casualty 
Company, Chicago. Fire waste 
awards were made by L. G. Pur- 
mort, secretary of the Central Manu- 
facturers Mutual Insurance Com- 
pany, Van Wert, Ohio, and president 
of the Federation of Mutual Fire In- 
surance Companies. Lee J. Dough- 
erty, vice president of the Occidental 
Life Insurance Company of Daven- 
port, Iowa, made the health contest 
awards. 


The Grand Award in the 1938 Fire 
Waste Contest went to Memphis, 
Tennessee. Other cities which took top 
ranking in their population groups 
were: Detroit, Michigan; Hartford, 
Connecticut ; Lakewood, Ohio; Park- 
ersburg, West Virginia; Fremont, 


Michigan; and Valley City, North 
Dakota. 


Speakers at the round table confer- 
ence on “The Contribution of Insur- 
ance to Recovery” were John A. 
Stevenson, president of the Penn Mu- 
tual Life Insurance Company, Phila- 
delphia; O. J. Arnold, president of 
the Northwestern Natjonal Life In- 
surance Company, Minneapolis; and 
Laurence E. Falls, vice president of 
the American Insurance Company, of 
Newark, New Jersey. 


Mr. Arnold suggested that insur- 
ance companies should urge the tak- 
ing of seven steps toward recovery: 
curtailing government competition 
with private lending agencies ; modify 
restrictions on new securities issues ; 
ease the tax burden; reduce special 
levies on insurance, such as state 
premium taxes; adopt a sound fiscal 
policy looking to the balancing of the 
federal budget; eliminate the multi- 
plicity of examinations by govern- 
ment; continued effort by insurance 
companies to curtail losses and im- 
prove service. Mr. Falls spoke upon 
insurance in the development of en- 
terprise. Mr. Stevenson’s topic was 
“The Social Security Provided 
Through Life Insurance.” 





Midwest Safety Conference 
Meeting 


AN EXCEPTIONALLY INTERESTING 
SAFETY EXHIBIT AND A COMPREHEN- 
sive program which included within 
its scope numerous facets of the 
public and industrial safety picture 
combined to make the seventeenth 
annual Midwest Safety Conference, 
held at Chicago on May 9-11, the 
most successful in the experience of 
the organization, 


The public safety sections of the 
program grouped themselves into the 
familiar divisions of education, en- 
forcement, and engineering activities, 
and proved the best attended of the 
divisional meetings. The first of the 
public safety sessions saw discussions 
of the importance of safety educa- 
tion in schools, and of new develop- 
ments in safety education. Traffic 
law enforcement, and methods of test- 
ing motorists for intoxication occu- 
pied the second meeting, with an ad- 
dress upon “Off the Job Accidents” 
by Burton W. Marsh, of the Ameri- 
can Automobile Association, featur- 
ing the public safety luncheon which 
followed the meeting. 


Traffic engineering, speed zoning, 
highway dividers, the relationship of 
street and highway lighting to acci- 
dents, and highway delineation were 
the subjects which engaged the at- 
tention of the engineering meeting 
of the public safety section. Special 
educational problems in public safety 
work were discussed at a_ second 
meeting of the educational group, 
with the bicycle and modern traffic 
conditions, cyclist safety lanes, and 
pedestrian protection receiving at- 
tention. 


The series of industrial safety meet- 
ings opened with a consideration of 
fundamentals, such as the use and 
limitations of mechanical safeguards, 
the detection and correction of un- 
safe practices, the use and abuse of 
accident records, safety education, 
and the constituent factors of a bal- 
anced safety program. The main- 
taining of interest in programs of in- 
dustrial safety which have already 
been instituted was the keynote of the 
second program in the section. Sub- 
jects discussed were the methods 
which must be used to maintain the 
interest of management, supervisors, 
and workers; finding and overcom- 
ing the causes of lack of interest in 
safety programs; the responsibility 
for the maintenance of interest; the 
problem of continued maintenance of 
a successful safety program; and the 
effect of “off-the-job” accidents upon 
industrial lost time 

















An Audacious Experiment 
(Continued from page 16) 


proach to a solution of this problem. 
They are: 


(a) The fact that 80% of America’s 
life insurance is written by mutual 
companies, but that you cannot attack 
them because their policyholders are 
thoroughly convinced of their supe- 
riority and comprise the very type of 
prospect to which you seek to appeal. 

(b) The fact that substantial finan- 
cial savings are returned annually to 
policyholders in mutual fire and cas- 
ualty insurance companies—because of 
their more economical management, 
generally lower loss ratios, and con- 
servative investment policies. 

(c) The fact that many important 
buyers of insurance are convinced that 
the inspection and prevention services 
rendered by the mutual companies with 
which they are insured are superior to 
those of the stock companies. 

(d) The fact that more than one 
hundred of the stock fire and casualty 
companies are owned or controlled by 
foreign capitalists, and that of the 
about $300,000,000 which they collect 
in United States premiums each year a 
considerable portion is remitted to 
home offices in Italy, Japan, China, 
Spain, France, Sweden, Switzerland, 
Norway, India, Holland, Denmark, 
New Zealand, and the British Isles; 
while the mutual fire and casualty com- 
panies are purely American, and their 
annual remittances are made to their 
American policyholder-owners in the 
form of savings. 


“How are these obstacles to be 
evaded? The best indicated approach 
is, concerning : 

(a) Making the claim that mutual 
life insurance companies really are 
more similar to stock companies than 
to the mutual fire and casualty compa- 
nies, because their agents are paid upon 
a commission rather than a salary 
basis. This is flimsy, but it may look to 
the public like a distinction, and it is 
imperative that the life companies be 
eliminated from the picture before the 
mutual fire and casualty companies are 
criticized. It will be necessary to ig- 
nore completely the fact that the prin- 
ciples and corporate structures of all 
three types of mutual companies are 
identical, and to ignore also the fact 
that many mutual fire and casualty 
companies operate through commis- 
sioned agents. These are tightropes 
which must be walked, because there 
are no answers to these questions. 

(b) Asserting that the savings mu- 
tual companies return to policyholders 
are not real, because paying more for 
stock insurance puts more money in 
circulation, etc. Questions like this can 
be argued all day without your being 
pinned down to an answer. In passing, 
I suggest that no attempt be made to 
question the financial strength of the 
mutual companies. Agents of my ac- 
quaintance tell me that they are being 
made fools of nowadays when they 

make the old charge that most mu- 
tuals fail; it seems that the mutuals 
have secured authenticated statistics 
which prove that the mutual survival 
record is more than twice as high as 
the stock company record. Another 
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angle is that I understand stock com- 
pany lobbyists are now attempting to 
pass laws which would handicap the 
mutual companies by reducing their 
surpluses, on the plea that these are 
too large. They would doubtless be 
placed in an embarrassing position if 
we claimed the mutual companies were 
financially weak, because legislators, 
unlike the public, can demand answers 
to the questions they ask. 

(c) Claiming that the stock compa- 
nies originated all fire prevention and 
safety engineering measures. It would 
take a long time for the mutuals to 
prove that this is a falsification, and 
would do your companies a great deal 
of good as a talking point until then. 
It might be a good idea for your organ- 
ization to claim credit for last year’s 
reduction in automobile fatalities, if the 
National Safety Council and the auto- 
mobile manufacturers will not object. 

(d) Ignoring the fact that so many 
of your companies are alien carriers, 
and that none of the mutuals are. The 
charge cannot be answered by you, so 
the only solution is to take the offen- 
sive and charge the mutuals with some- 
thing like undermining “American 
principles.” No one can define “Amer- 
ican principles,” so you will have an 
advantage. The old charge that mu- 
tualism and Communism are the same 
things might be all right, but an effort 
should be made to present it more in- 
telligently than some of your hungry 
agents have in the past. 


“ARGUMENT—I would suggest 


about the following line of argument: 


“Tn the dictator nations conditions 


of life for the individual are much less 
satisfactory than in the United States ; 
that is because totalitarian economics 
have been substituted for private en- 
terprise. 


“Totalitarianism is about the same 


thing as the cooperative movement, 
and if this takes deep root in the United 


States the people will be dragged down 


to the same level as in the dictator na- 
tions. Mutual insurance is the most 


successful example of cooperation. 


“Therefore mutual insurance must 
be abolished to save America. 

“T anticipate your objection—that 
this all sounds a trifle silly. But if the 
speech is carefully written, with indi- 
vidual appeals to various groups, and 
is delivered with a real show of con- 
viction by the proper person, I believe 
it will be effective. 

“The emotional bases of this line of 
argument are strong. There is an al- 
most instinctive dislike of the dictator 
nations, and any reason your speaker 
cares to assign for the standard of liv- 
ing prevalent there will be accepted 
without much investigation. He can 
also get by with saying that totalita- 
rianism and the cooperative movement 
are about the same thing, if he is care- 
ful to be vague. Of course the truth 
is that it is in such portions of Europe 
as the British Isles and the Scandina- 
vian countries—which have a fairly 
high standard of living—that the co- 
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operative movement is strong, but that 
can be ignored. The average person 
can be frightened by telling him that 
his job and his savings are in danger, 
and is probably willing to believe that 
the spread of cooperation will accom- 
plish this if it is put strongly enough. 


“T notice that some speakers have 
made efforts to win newspaper sup- 
port against cooperatives by claiming 
that the spread of the movement would 
destroy all advertising revenue, and 
thus destroy our free press. Your 
speaker should be very careful about 
this point, for your only interest lies in 
tying mutual insurance to cooperative 
stores, and it is my impression that 
mutual insurance companies do a 
good deal of advertising. He should 
also remember that the Associated 
Press, owned by the very newspapers 
he will be trying to impress, advertises 
itself as “a non-profit, cooperative 
news-gathering organization, a cham- 
pion of the ideal of truth in news.” 


“T cannot emphasize too strongly 
the necessity for keeping this first 
speech very general, for your speaker 
will be walking on very shaky ground, 
and if there are intelligent people in 
the audience who take issue with him 
he will simply have to bluster his way 
through, because there are questions 
on this theme that stock companies 
cannot answer. 


“I will conclude by forewarning 
you of several statements by impartial 
students of insurance which might be 
brought up, and which you may not 
have seen. Professors Riegel and Lo- 
man of the Insurance Department of 
the University of Pennsylvania state 
in their text: 

“*The stockholders of a stock com- 
pany are supposed to make a profit 
merély as a reward for directing and 
Managing a cooperative scheme. The 
principle of mutuality is present in a 
stock company organized for profit just 
as in a mutual company, because the 
losses are paid from premiums.’ 

“A. L. Harty, former president of 
the National Association of Insurance 
Comissioners has asserted: ‘Mutual 
insurance has proven so_ beneficial 
throughout the entire country that 
nothing should or will impede its prog- 
ress.’ 

“Professor Carver of Harvard has 
pointed out: ‘The profits of an insur- 
ance company are not the reward for 
risk taking. They are the surplus over 
and above the real risk assumed. In- 
surance is no gambling device—it is 
the exact opposite.’ 


“You might also be prepared to an- 
swer the charge that, if mutual insur- 
ance is cooperative, so is almost every 
trade association in the country, a sit- 
uation which would seem to make the 
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members of such groups as the United 
States Chamber of Commerce or the 
National Association of Manufactur- 
ers open to the charge of being Com- 
munists ; even your own organization 
is, I assume, non-profit and coopera- 
tive, as are the cooperative plants for 
printing policies which the stock com- 
panies operate to secure printing at 
cost. This line of questioning must be 
evaded at all costs. 


“You will, naturally, regard this re- 
port as strictly confidential, and I 
should appreciate its return to me 
when it has served its purpose.” 


Perusing once more the Murphy 
address on “What Is American?” in 
the light of this outline of the propa- 
ganda possibilities of the subject, the 
reader will be struck at once by the 
fact that the speaker hewed pretty 
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close to the line, apart from a certain 
tendency toward flowery verbiage that 
a realistic propagandist would con- 
sider in bad taste. He spoke in gen- 
eralities, evaded embarrassing aspects 
of the subject, drew false inferences 
expertly, and never once fell off his 
tightrope. 

One line was particularly impres- 
sive ; in describing our system of gov- 
ernment, he stated: “. . . we made the 
citizen the master of the state, and 
government his servant . . .” 


That is as sound a comment on mu- 
tual insurance as has ever been writ- 
ten—". . . we made the policyholder 
the master of the company, and the 
company his servant .. .” 





Whoever wrote Mr. Murphy’s 
speech for him is deserving of con- 
gratulations. 


VIRGINIA COMMISSION SUSPENDS 
AGENT -PROPAGANDIST’S LICENSE 


A ‘RUDE sample of anti-mutual 
propaganda which has_ been 
going the rounds for several years, in 
spite of the fact that it has been com- 
pletely discredited, recently exploded 
in the face of one of its circulators — 
J. Davis Ewell, of Richmond, Va., 
president of the Virginia Association 
of Insurance Agents. 


On April 20 the State Corporation 
Commission of Virginia ruled that in 
sending a copy of the propaganda 
piece—the opinion of an anonymous 
attorney concerning mutual insurance 
—to a mutual policyholder Ewell had 
been guilty of “gross misrepresenta- 
tion” of mutual insurance contracts. 
It ordered his licenses as an insurance 
agent to be suspended for a period of 
ninety days. 


Ewell, who is vice-president of the 
Richmond insurance firm of Gibson, 
Sutton, and Moore, at first an- 
nounced that he would appeal the de- 
cision to the Virginia Supreme Court, 
but later decided to accept the Com- 
mission’s verdict. The period of sus- 
pension was shortened by several 
weeks when it was found that Ewell’s 
licenses expire on July 15, 1939, and 
thus could be suspended only until 
that date. 


The attorney’s opinion regarding 
mutual insurance on Ewell’s circula- 
tion of which the complaint against 
him was based has been circulated 
anonymously upon other occasions in 
the past, but its authorship was traced 
several years ago to a Caswell F. Neal, 
an attorney of Carlsbad, New Mexico. 


It is regarded more as a simple un- 
informed attack upon the principle of 


mutual insurance rather than as a legal 
opinion, for it lists no citations for the 
charges made, nor are the points it 
sets forth considered good law by at- 
torneys who have examined it. 

Ewell forwarded the opinion, to- 
gether with a letter asserting that “the 
same principle embodied in this deci- 
sion applies to all mutual (casualty or 
fire insurance) companies,” to W. 
Chester Evans, a local real estate man. 

When haled before the State Cor- 
poration Commission to show cause 
why his license should not be sus- 
pended, Ewell stated that the opinion 
had been given to him by A. J. Mc- 
David, a special agent for a stock fire 
insurance company, and that he had 
forwarded it to Mr. Evans for his con- 
sideration, just as he might have for- 
warded a newspaper clipping. Ewell 
asserted, however, that it was still his 
sincere belief that the holders of non- 
assessable policies in a mutual insur- 
ance company are still subject to as- 
sessment where the interests of third 
parties are involved. 

John J. Wicker, Jr., counsel for the 
mutual companies involved, pointed 
out that the Virginia statute specifi- 
cally limits the liability of policyhold- 
ers to assessment, and cited a score of 
decisions upholding the validity of 
such statutes. 


The ruling of the State Corporation 
Commissions read: 

“State Corporation Commission 

of Virginia 
Richmond, Virginia 

“Mr. Ewell, it is a most unpleasant 
duty that the Commission has to per- 
form in disposing of this case. It 





would be much more pleasant for us, 
if we could, to dismiss the proceedings 
against you. 

“If we disregard all testimony in 
the case except the exhibits and your 
own, we can arrive at only one con- 
clusion, and that is that you have 
clearly violated the law. 

“You occupy a high place in the in- 
surance field in this State. You are 
the president of the State Agents As- 
sociation. The members of this Asso- 
ciation have been commendably dili- 
gent in reporting, and being interested 
in the prosecution of insurance agents 
for various violations of this same 
statute under which you are charged. 
There have recently been two convic- 
tions under this statute. Yet you, oc- 
cupying the high position you do, so 
forgot yourself, that you took an un- 
signed, undated, opinion of an un- 
known attorney, and, without any in- 
vestigation whatsoever as to its gen- 
uineness, or authenticity, adopted it 
as your own, and sent it to a man who 
controls a large amount of insurance, 
and whom you knew was taking a 
part of his insurance with mutual com- 
panies. 


“This so-called opinion referred to 
one particular group of mutual com- 
panies, but, in reality, applied to all 
mutual companies generally. 


“In your letter, transmitting this 
‘opinion’, you stated : ‘The same prin- 
ciple embodied in this decision applies 
to all Mutual (casualty or fire insur- 
ance) companies.’ 

“This ‘opinion’ contains statements 
about the mutual companies referred 
to in it, which have been, in the record 
in this case, conclusively shown to be 
gross misrepresentations. Likewise, 
the statement in your letter that ‘the 
same principle embodied in this deci- 
sion applies to all Mutual (casualty 
or fire insurance) companies,’ has 
likewise been shown in this record to 
be misrepresentations against many 
mutual companies. 

“This Commission is in no way in- 
terested in the competitive war be- 
tween the stock and mutual compa- 
nies, but we are interested in keeping 
the writing of all insurance on a high 
and proper plane. Any form of in- 
surance which cannot succeed on its 
own merits does not deserve to suc- 
ceed. It must not seek to succeed by 
pulling down and misrepresenting 
other forms of insurance. 


“On the whole record, we can reach 
no other conclusion than that you are 
guilty of the charge against you of 
misrepresenting the contracts of other 
companies. The decision of the Com- 
mission is that your license shall be 
suspended for a period of ninety 
days.” 








Alexander Hamilton warns Planters of approaching storm 





WORDS OF ELOQUENCE 


At the age of fifteen, Alexander Hamilton volunteered to take 
a horse and warn plantation foremen of an approaching hurri- 
cane. As he rode, the storm swept down with such fury that 
he could scarcely cling to his horse. Upon his return, he wrote 
a description of the storm with such eloquence that it was 
published in a newspaper. Asa result, his parents and relatives 
sent him to America to complete his education. 


The Federal Mutuals, also, tell an eloquent story to property 
owners in this simple statement of fact: ‘“The Federal Mutuals 
give you all three: Safety, Service, Savings.”’ 


Businessmen in many states throughout the nation have and 
are taking advantage of Federal Mutuals’ Protection and Cur- 
rent Saving of as much as 40%. 
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FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 
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LUMBERMENS 
LEADS 


* 


During 1938 the Lumbermens Mutual Casualty Company 
wrote more Automobile casualty insurance than any other 
company. More important than this however: Lumbermens 
maintained its unbroken record of annual increases in pre- 
mium income and assets, for the 27th year. More important 
than either: Lumbermens accomplished both, not by spec- 
tacular price concessions but by continuing to provide 


sound protection at a sound saving. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


James S. Kemper, President 


Mutual Insurance Building « e Chicago, U.S. A. 


Save With Safety in the ‘‘World’s Greatest Automobile Mutual” 








